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RENEWING  TODAY, 
REALIZING  THE  VISION 


BAY  AREA  RAPID 
TR7\NSIT  DISTRICT 
ANNUAL  REPORT  1991 


MESSAGE  FROM  GENERAL  MANAGER 


We  thought  1990  would  be  a tough  act 
to  follow.  BART’S  razor  sharp 
performance  after  the  Loma  Prieta 
Earthquake  was  a singular  source  of 
pride  for  us.  But  Fiscal  1991  saw  a different 
kind  of  heroics  at  BART,  a story  without  the 
public  drama  of  our  post-earthquake 
performance,  but  dramatic  in  its  own  right.  A 
story  of  exciting  progress  toward  the  ambitious 
goals  we  imposed  upon  ourselves  for  the  year. 
And  a story  of  the  dawn  of  a new  attitude,  one 
whose  rays  were  felt  in  every  department  at 
BART  during  the  year  and  one  that  will 
continue  to  light  our  way  as  we  navigate  the 
challenges  of  the  coming  years. 

Fiscal  Year  1991  was  the  District's  first  full  year 
under  our  new  performance  budget:  a detailed 
management  strategy  reflecting  our  shared 
values,  plans,  and  priorities.  A budget  linking 
dollars  to  activities  and  measurable 
accomplishments.  Because  BART’s  budget 
derives  from  the  “contract"  we  make  with 
ourselves,  our  riders  and  elected  officials,  it 
has  at  its  heart  active  self-assessment- 
measuring  our  progress  toward  our  eight 
District  goals.  The  budget  is  a display  of  the 
District's  agenda,  sparking  a new  attitude  of 
open  accountability  at  BART. 

Thus,  reviewing  our  performance  during  Fiscal 
Year  1991, 1 am,  of  course,  struck  by  the  stellar 
achievements,  but  I'm  also  heartened  by  the 
District’s  inculcation  of  this  new  attitude 
imbuing  our  efforts  to  meet  our  goals  and  to 
honor  the  six  themes  of  the  1991  budget. 


First,  we  called  for  management  revitalization 

As  the  District  attitude  evolved  toward 
openness  and  accountability,  BART  senior  and 
department  managers  were  trained  in  the 
principles  of  the  new  budget  process,  in 
communicating  and  promoting  these  principles 
to  employees,  in  supervising  more  effectively, 
and  in  implementing  the  new  employee 
empowerment  program.  As  a result,  every  level 
of  BART  personnel  became  primed  to 
participate  in  the  myriad  changes  taking  place. 

We  streamlined  and  flattened  the  management 
structure,  placing  authority  and  accountability 
closer  the  the  point  of  service  delivery. 

For  1991,  we  insisted  on  service  improve- 
ment. The  District’s  new  Central  Computer 
System,  so  vital  to  our  future,  was  accepted 
into  service  in  February.  Since  then,  the  CCS 
has  experienced  over  200  enhancements. 

Using  multiple  computers  operating 
concurrently,  it  keeps  trains  running  on 
schedule  more  reliably,  allows  us  to  put  more 
trains  into  service,  and  opens  the  doors  for  our 
expansion. 

In  April,  BART  took  the  lead  in  developing  a 
Bay  Area-wide,  integrated  regional 
transportation  system  by  launching  the 
BARTPIus  ticket  program.  It  allows  patrons  to 
transfer  among  nine  participating  transit 
systems  with  only  one  ticket. 

Fiscal  Year  1991  saw  great  strides  in  rider 
access  to  BART,  most  notably  the  completion 
of  the  850-space  El  Cerrito  del  Norte  parking 
structure.  The  groundbreaking  for  the  Pleasant 
Hill  parking  structure  and  significant  progress 
in  the  Brentwood  Park  & Ride  Lot  project, 
together  with  the  new  multi-year  master  plan 
for  the  elderly  and  handicapped,  all  promise 
enhanced  access  and  “quality  of  life”  for  BART 
riders  in  the  future. 

We  facilitated  our  rider's  experience  by 
installing  new  information  kiosks  at  stations, 
increasing  the  number  of  station  agents  and 
improving  their  training,  and  lowering  the 
number  of  train  delays.  System  security,  a 
crucial  factor  in  rider  confidence,  took  some 
significant  strides  with  upgraded  police 
communications,  new  canine  patrols,  additional 
officers,  three  new  crime  prevention  programs, 
and  the  increase  of  police  presence  on  trains 
by  278%  on  weekdays  and  363%  on  weekends. 

Special  marketing  programs  that  increased  off- 
peak  ridership  and  two  extra  trains  and  an  extra 
hour  of  service  on  weeknights  and  Sundays 
helped  make  1991  a year  marked  by  significant 
service  growth.  BART  patronage  reached  a record 
71,900,906  in  Fiscal  Year  1991,  our  highest  ever! 
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A third  budget  theme  for  1991,  perhaps  at  once 
our  greatest  opportunity  and  our  greatest 
challenge,  is  extension  support.  And  nothing 
feels  more  profoundly  exciting  than  our 
preliminary  work  this  year  on  BART’s  planned 
extension  to  Warm  Springs,  Pittsburg/Antioch, 
Dublin /Pleasanton,  and  Colma:  a 33-mile,  10- 
station  goal  supported  by  an  innovative  joint 
powers  agreement,  as  well  as  a number  of  other 
funding  accomplishments,  and  a comprehensive 
community  outreach  program. 

We  received  the  last  of  our  1 50  C-Cars  and 
achieved  a contract  with  the  manufacturer  to 
provide  BART  with  the  technical  data  needed  for 
future  car  procurements.  Heading  off  costly 
litigation,  the  contract  supports  the  District’s 
expansion  with  funding  as  well  as  service;  the 
sale/leaseback  agreement  yielded  approximately 
$7  million. 

When  we  prepared  the  1991  budget,  we  stressed 
system  investment,  recognizing  that  the  other 
side  of  expanding  our  system  to  realize  its 
potential  is  protecting  the  taxpayers’  investment  in 
BART’s  basic  infrastructure.  To  that  end,  we 
launched  an  ambitious  system  and  station  reha- 
bilitation program  that  involves  restoring  our  440 
A-  and  B-Cars  and  refurbishing  our  existing 
stations.  Station  rehabilitation  is  substantially 
complete  at  Concord,  Fruitvale,  MacArthur,  and 
North  Berkeley,  including  the  installation  of  state- 
of-the-art  water  conservation  computer-controlled 
irrigation  systems. 

We  instituted  the  captive  fleet  program,  ensuring 
more  reliable  car  maintenance  by  assigning  each 
BART  car  to  a specific  yard  where  the  mainten- 
ance crew  knows  its  history  and  is  directly 
responsible  for  its  upkeep.  The  newly  opened 
Daly  City  Yard  is  now  responsible  for  maintaining 
1 42  cars  in  the  captive  fleet  program. 

Imperative  to  BART’s  efforts  to  fulfill  its  mission  is 
employee  orientation:  nurturing  and  maintaining 
our  most  valuable  resource,  the  people  of  BART, 
With  this  theme,  the  District’s  attitude  of  open 
accountability  translates  to  one  of  personal 
responsibility.  We  implemented  an  employee  em- 
powerment program  designed  to  inspire  individual 
performance  through  improved  technical  training 
programs  and  organizational  and  strategic 
decisions  that  enable  employees  to  more  closely 
identify  with  the  work  they  perform,  as  well  as 
employee  recognition  and  reward  programs. 

We  also  introduced  a progressive,  comprehensive 
employee  substance  abuse  program,  one  that 
deters  as  well  as  detects  drug  and  alcohol  abuse. 
In  its  first  year,  19  employees  participated  in  the 
voluntary  treatment/rehabilitation  program. 

Fiscal  Year  1991  was  one  of  steady  progress 
toward  our  affirmative  action  goals;  most  notably, 
we  began  our  two-year  pilot  engineering  intern 
program,  hoping  to  hire  three  minority  or  female 
interns.  We  hired  five. 


BART’s  sixth  theme  for  the  1991  budget  was 
operational  efficiencies.  More  efficient  use  of  our 

human  resources  and  more  efficient  use  of  our 
financial  resources.  We  streamlined  our  car 
cleaning  process,  using  personnel  more 
effectively.  We  streamlined  our  hiring  process  with 
a new  position  control  system.  And,  by  flattening 
and  paring  down  BART’s  organization,  we 
reduced  management  headcount  by  18  positions 
while  removing  redundant  levels  of  supervision. 
The  District’s  new  internal  audit  department 
assessed  BART  management  and  internal  control. 
We  took  a long,  hard  look  at  our  procurement  and 
contract  management  policies  and  developed  a 
new  procurement  manual.  Finally,  our  new 
Management  Information  System  technology 
program  reduced  systems  redundancy, 
inconsistencies  in  standards  and  equipment,  and 
staffing  and  equipment  costs. 

There’s  nothing  healthier  for  an  organization  than 
holding  it  up  to  the  light,  examining  it  from  all 
angles,  for  everyone’s  view.  What  I see  in  Fiscal 
Year  1991  speaks  well  of  BART’s  proud  and 
visionary  past  and  of  its  present  performance... 
and  bodes  well  for  its  bright  future.  Fiscal  year 
1991  was  a year  of  renewing  the  public’s 
investment  in  our  system  and  of  striding  con- 
fidently toward  becoming  what  BART’s  visionaries 
knew  we  could  one  day  be.  A year  of  renewing 
today. . .and  realizing  the  vision. 


Frank  J.  Wilson,  General  Manager 
Bay  Area  Rapid  Transit 
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INDEPENDENT  AUDITORS^  REPORT 


The  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  balance  sheets  of  San  Francisco  Bay  Area  Rapid  Transit 
District  (the  District)  as  of  June  30,  1991  and  1990,  and  the  related  statements  of  operations, 
capital,  and  cash  flows  for  the  years  then  ended.  These  financial  statements  are  the 
responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement 
presentation.  We  believe  that  our  audits  provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  such  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  San  Francisco  Bay  Area  Rapid  Transit  District  at  June  30, 1991  and  1990,  and  the 
results  of  its  operations  and  cash  flows  for  the  years  then  ended  in  conformity  with  generally 
accepted  accounting  principles. 

Our  audits  were  conducted  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
statements  taken  as  a whole.  The  supplemental  schedule  of  reconciliation  of  excess  of 
operating  revenues  over  (under)  expenses  is  presented  for  the  purpose  of  additional  analysis 
and  is  not  a required  part  of  the  basic  financial  statements.  This  schedule  is  the  responsibility 
of  the  District’s  management.  Such  schedule  has  been  subjected  to  the  auditing  procedures 
applied  in  our  audits  of  the  basic  financial  statements  and,  in  our  opinion,  is  fairly  stated  in  all 
material  respects  when  considered  in  relation  to  the  basic  financial  statements  taken  as  a 
whole. 


September  11, 1991 


SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


BALANCE  SHEETS, 

JUNE  30.  1991  AND  1990  Hn  thousands^ 


ASSETS 

1991 

1990 

LIABILITIES  AND  CAPITAL 

1991 

1990 

CURRENT  ASSETS: 

CURRENT  LIABILITIES: 

Cash  and  cash  equivalents  (Notes  2 and  3) 

$ 17,388 

$ 21,443 

Current  portion  of  long-term  debt 

Investments  (Note  3) 

221,632 

252,592 

(Note  5) 

$ 35,515 

$ 36,290 

Deposits  held  by  trustee  (Note  3) 

19,626 

24,551 

Payroll  and  other  liabilities 

58,028 

51,912 

Receivables 

34,410 

23,925 

Self-insurance  liabilities 

13,963 

10,946 

Materials  and  supplies  - at  average  cost 

17.790 

15.884 

Unearned  passenger  revenue 

1.914 

2.070 

Total  current  assets 

310,846 

338,395 

Total  current  liabilities 

109.420 

101.218 

DEFERRED  COMPENSATION  PLAN 

DEFERRED  COMPENSATION 

INVESTMENTS  (Notes  3 and  9) 

66,986 

55,558 

(Note  9) 

66.986 

55.558 

INVESTMENTS  RESTRICTED  FOR 

LONG-TERM  DEBT 

BOARD  DESIGNATED  PURPOSES 

(Note  5) 

439.500 

460.775 

(Note  3) 

20,714 

20,586 

CAPITAL: 

FACILITIES,  PROPERTY  AND 

Grants  and  contributions,  net 

799,860 

775,555 

EQUIPMENT  - At  cost,  less 

Accumulated  net  revenues 

788.210 

763.003 

accumulated  depreciation  (Note  4) 

1.805.430 

1.741.570 

Total  capital 

1.588.070 

1.538.558 

TOTAL  ASSETS 

$2,203,976 

$2,156,109 

TOTAL  LIABILITIES  AND  CAPITAL 

$2,203,976 

$2.156.109 

See  notes  to  financial  statements. 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATEMENTS  OF  OPERATIONS 

FOR  THE  YEARS  ENDED  JUNE  30,  1991  AND  1990  Hn  thousands) 


1991 1990 

DEBT  COMBINED  DEBT  CDMBINED 

OPERATIONS  CONSTRUCTION  SERVICE  TOTAL  OPERATIONS  CONSTRUCTION  SERVICE  TOTAL 


OPERATING  REVENUES: 

Fares 

Other  (including  investment  income) 
Total  operating  revenues 

OPERATING  EXPENSES: 
Transportation 
Maintenance 
Police  services 

Construction  and  engineering 

General  and  administrative 

Depreciation 

Total  operating  expenses 

Less  capitalized  costs 

Net  operating  expenses 

OPERATING  LOSS 

OTHER  REVENUES  (EXPENSES): 
Transactions  and  use  tax 
Property  tax 

Local  financial  assistance 
Sale  of  tax  benefits 
Other  investment  income 
Interest  expense 
Other  - net 
Total  other  revenues 

EXCESS  OF  REVENUES  OVER 
(UNDERJ  EXPENSES  BEFORE 
EXTRAORDINARY  ITEM 


» to  financial  statements. 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATFMFNT^J  OF  rAPTTAT 

FOR  THE  YEARS  ENDED  JUNE  30.  1991  AND  1990  rin  thousands^ 


GRANTS  AND 

CONTRIBUTIONS.  ACCUMULATED  TOTAL 


NET  NET  REVENUES  CAPITAL 


BALANCES,  JUNE  30,  1989 

$746,535 

$695,061 

$1,441,596 

EXCESS  OF  REVENUES  OVER 
EXPENSES 

45,565 

45,565 

OTHER  ADDITIONS 
(DEDUCTIONS): 

Grants  and  contributions 
Depreciation  and  retirements 
of  assets  acquired  with 
grants  and  contributions 

51,397 

122.377) 

22.377 

51,397 

BALANCES,  JUNE  30,  1990 

775,555 

763,003 

1,538,558 

EXCESS  OF  REVENUES  OVER 
EXPENSES 

3,270 

3,270 

OTHER  ADDITIONS 
(DEDUCTIONS): 

Grants  and  contributions 
Depreciation  and  retirements 
of  assets  acquired  with 
grants  and  contributions 

46,242 

(21.937) 

21.937 

46,242 

BALANCES,  JUNE  30,  1991 

$799,860 

$788,210 

$1,588,070 

See  notes  to  financial  statements. 
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SAN  FRANaSCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATEMENTS  OF  CASH  FLOWS 

FOR  THE  YEARS  ENDED  JUNE  30.  1991  AND  1990  (In  thousands^ 


1991 

1990 

CASH  FLOWS  FROM  OPERATIONS: 

Operating  loss 

$(145,961) 

$(130,969) 

investment  income  included  in  operating  revenue 

(4.950) 

(4.313) 

Operating  loss  excluding  investment  income 

(150,911) 

(135,282) 

Adjustments  to  reconcile  operating  loss  to  net  cash 
used  by  operations: 

Depreciation 

47,096 

44,634 

Net  effect  of  changes  in: 

Deferred  compensation  plan  liabilities 

11,428 

(4,030) 

7,702 

Receivables 

70 

Materials  and  supplies 

(1,906) 

(1.262) 

Payroll  and  other  liabilities 

(1.613) 

(4.785) 

Self-insurance  liabilities 

3,017 

3,277 

Unearned  passenger  revenue 

(156) 

238 

Net  cash  used  by  operations 

(97.075) 

(85.408) 

CASH  FLOWS  FROM  NONCAPITAL  FINANCING 
AcnvrnES; 

Transactions  and  use  tax  received 

99,295 

91,512 

Property  tax  received 

10,638 

9,782 

Local  finandal  assistance  received 

430 

413 

Net  cash  provided  by  noncapital  financing  activities 

110.363 

101.707 

CASH  FLOWS  FROM  CAPITAL  AND  RELATED 
FINANCING  ACnVITIES: 

Transactions  and  use  tax  received 

9,665 

14,552 

Property  tax  received 

44,854 

51,213 

Proceeds  from  sale  of  tax  benefits 

9,827 

14,244 

Interest  paid  on  bonds 

(23,665) 

(27,986) 

Bond  service  fees  paid 

(18) 

(34) 

Capital  grants  received 

40,197 

45,343 

Principal  paid  on  long-term  debt 

(36,290) 

(42,585) 

Proce^  from  issuance  of  sales  tax  revenue  bonds 
Defeasance  of  sales  tax  revenue  bonds 
Bond  issuance  cost 

Expenditures  for  facilities,  property  and  equipment 

158,478 

(155,253) 

(4,435) 

(113,140) 

(127,527) 

Proceeds  from  sale  of  real  estate 

1.309 

603 

Net  cash  used  for  capital  and  related  financing  activities 

(68.471) 

(72.177) 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 

Proceeds  from  sale  and  maturity  of  investments 

353,947 

(326,427) 

461,147 

Purchases  of  investments 

(439,854) 

Interest  on  investments 

23.608 

27.675 

Net  cash  provided  by  investing  activities 

51.128 

48.968 

NET  DECREASE  IN  CASH  AND  CASH  EQUIVALENTS 

(4,055) 

(6,910) 

CASH  AND  CASH  EQUIVALENTS,  Beginning  of  year 

21.443 

28.353 

CASH  AND  CASH  EQUIVALENTS,  End  of  year 

$ 17.388 

$ 21.443 

See  notes  to  financial  statements. 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


NOTES  TO  FINANCIAL  STATEMENTS 


1.  ORGANIZATION  AND  BASIS  OF  PRESENTATION 

Description  of  Reporting  Entity  - San  Francisco  Bay  Area  Rapid  Transit  District  (the 
District)  is  a public  agency  created  by  the  legislature  of  the  State  of  California  in  1957  and 
regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit  District  Act,  as  amended,  and 
subject  to  transit  district  law  as  codified  in  the  California  Public  Utilities  Code.  The 
disbursement  of  all  funds  received  by  the  District  is  controlled  by  statutes  and  by 
provisions  of  various  grant  contracts  entered  into  with  federal,  state  and  local  agencies. 

For  financial  reporting  purposes,  the  District’s  financial  statements  include  all  financial 
activities  that  are  controlled  by  or  dependent  upon  actions  taken  by  the  District’s  Board 
of  Directors. 

Basis  of  Accounting  - The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this 
method  revenues  are  recorded  when  earned  and  expenses  are  recorded  when  the  related 
liability  is  incurred. 


2.  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  investments  of  the  deferred 
compensation  plan  which  are  stated  at  current  (market)  value.  As  a matter  of  policy,  the 
District  holds  investments  until  their  maturity. 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held  by  trustee  banks  in 
accordance  with  the  District’s  various  bond  indentures  and  for  general  debt  service 
requirements.  Deposits  are  stated  at  cost. 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated  using  the  straight- 
line  method  over  the  estimated  useful  lives  of  the  assets.  Depreciation  of  assets  acquired 
with  District  funds  is  distinguished  from  depreciation  of  assets  acquired  with  grants  and 
contributions  by  others. 

The  District  capitalizes  certain  interest  revenue  and  expenditures  related  to  tax-free 
borrowings.  The  net  effect  of  such  interest  capitalization  was  to  decrease  expenditures 
for  facilities,  property  and  equipment  by  $3,992,000  and  $2,040,000  during  the  years 
ended  June  30, 1991  and  1990,  respectively,  for  excess  interest  revenue  over  interest 
expenses  from  applicable  borrowings. 

Self-insurance  Liabilities  - The  District  is  largely  self-insured  for  workers’  compensation 
claims,  general  liability  claims,  and  major  property  damage.  The  District  accrues  the 
estimated  costs  of  the  self-insured  portion  of  claims. 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  purchased  which  have 
not  yet  been  completely  used. 
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Grants  and  Contributions  - The  District  periodically  receives  grants  from  the  Urban  Mass 
Transportation  Administration  (UMTA)  and  other  agencies  of  the  U.S.  Department  of 
Transportation,  state,  and  local  transportation  funds  for  the  acquisition  of  transit  related 
equipment  and  improvements.  Capital  grant  funds  earned,  less  amortization  equal  to 
accumulated  depreciation  of  the  related  assets,  are  included  in  grants  and  contributions. 

Statements  of  operations  include  the  financial  activities  of  the  general  operations  of  the 
transit  system,  revenues  restricted  by  the  Board  of  Directors  for  construction  activity,  and 
revenues  restricted  by  the  District’s  various  bond  indentures  for  debt  service  (including 
interest  expense)  on  outstanding  long-term  debt. 

Transactions  and  Use  Tax  (Sales  Tax')  Revenue  - A 1/2%  transactions  and  use  tax  is 
collected  within  District  boundaries  and  administered  by  the  State  Board  of  Equalization. 
Of  amounts  available  for  distribution,  75%  is  paid  directly  by  the  State  Board  of 
Equalization  to  the  District’s  trustee  for  the  purpose  of  paying  bond  interest,  principal 
and  expenses.  Monies  not  required  for  these  purposes  are  transmitted  to  the  District. 
The  remaining  25%  is  allocated  by  the  Metropolitan  Transportation  Commission  (MTC) 
to  the  District,  the  City  and  County  of  San  Francisco,  and  the  Alameda-Contra  Costa 
Transit  District  for  transit  services.  The  District  records  the  total  transactions  and  use 
taxes  earned  (including  amounts  paid  to  the  trustee)  as  revenue. 

Property  Taxes.  Collection  and  Maximum  Rates  - The  State  of  California  Constitution 
Article  XIII  A provides  that  the  general  purpose  maximum  property  tax  rate  on  any  given 
property  may  not  exceed  1%  of  its  assessed  value  unless  an  additional  amount  for  general 
obligation  debt  has  been  approved  by  voters.  Assessed  value  is  calculated  at  100%  of 
market  value  as  defined  by  Article  XIII  A and  may  be  adjusted  by  no  more  than  2%  per 
year  unless  the  property  is  sold  or  transferred.  The  State  Legislature  has  determined  the 
method  of  distribution  of  receipts  from  a 1%  tax  levy  among  the  counties,  cities,  school 
districts  and  other  districts,  such  as  the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service  requirements  of  its 
General  Obligation  Bonds.  The  District  also  receives  an  allocation  of  property  tax 
revenues  for  transit  operations. 

San  Francisco,  Alameda  and  Contra  Costa  Counties  assess  properties,  bill  for,  collect,  and 
distribute  property  taxes.  Property  taxes  are  recorded  as  revenue  and  receivables,  net  of 
estimated  uncollectibles,  in  the  fiscal  year  of  levy. 

Financial  assistance  grants  are  accrued  as  revenue  in  the  period  to  which  the  grant 
applies. 

Sale  of  Tax  Benefits  - The  District  has  entered  into  agreements  to  sell  tax  benefits  for 
certain  District-owned  transit  equipment  contracted  for  purchase  prior  to  August  1986. 
The  transactions  have  been  structured  in  the  form  of  leases  for  tax  purposes.  The  District 
recognizes  tax  benefit  sales  proceeds  in  the  period  of  sale  of  tax  benefits. 

Pension  costs  are  expensed  as  incurred.  Such  costs  equal  the  actuarially  determined 
annual  contribution  amount.  See  Note  8. 
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Statement  of  Cash  Flows  - During  fiscal  1991,  the  District  adopted  Statement  No.  9 of  the 
Governmental  Accounting  Standards  Board,  "Reporting  Cash  Flows  of  Proprietary  and 
Nonexpendable  Trust  Funds  and  Governmental  Entities  That  Use  Proprietary  Fund 
Accounting,"  which  requires  a statement  of  cash  flows  in  place  of  a statement  of  changes 
in  financial  position.  The  1990  statement  of  changes  in  financial  position  has  been 
replaced  with  a statement  of  cash  flows  comparable  with  1991.  The  District  considers  all 
highly  liquid  investments  with  a maturity  of  three  months  or  less  when  purchased  to  be 
cash  equivalents.  Deposits  held  by  trustee,  deferred  compensation  plan  investments  and 
investments  restricted  for  Board  designated  purposes  are  treated  as  investments. 


3.  CASH  AND  INVESTMENTS 

The  District  maintains  a cash  and  investment  pool  that  includes  cash  and  investments 
available  for  general  use  and  restricted  for  Board  designated  purposes.  Cash  and 
investments  of  the  District’s  deferred  compensation  plan  (see  Note  9)  are  held  separately 
by  the  plan’s  administrator. 

Deposits  - At  June  30,  1991  (and  1990),  the  District’s  cash  on  hand  was  $1,779,000  (1990, 
$2,082,000),  and  the  carrying  amount  of  the  District’s  time  and  demand  deposits  was 
$(4,289,000)  (1990,  $2,661,000)  with  the  corresponding  bank  balance  of  $8,779,000  (1990, 
$9,826,000).  Of  the  bank  balance  $329,000  (1990,  $408,000)  was  insured  by  federal 
depository  insurance  or  collateralized  by  securities  held  by  the  District’s  agent  in  the 
District’s  name,  and  $8,450,000  (1990,  $9,418,000)  is  required  by  Section  53652  of  the 
California  Government  Code  to  be  collateralized  110%  by  the  pledging  financial 
institutions.  Such  collateral  is  not  required  to  be  in  the  District’s  name. 

Investments  - State  of  California  statutes  and  District  policy  authorize  the  District  to 
invest  in  obligations  of  the  U.S.  Treasury,  its  agencies  and  instrumentalities,  bankers’ 
acceptances,  repurchase  and  reverse  repurchase  agreements,  and  the  State  Treasurer’s 
investment  pool.  The  District  did  not  enter  into  any  reverse  repurchase  agreements 
during  1991  or  1990. 

The  District’s  investments  are  categorized  below  to  give  an  indication  of  the  credit  risk 
assumed  by  the  District  at  June  30,  1991.  Category  1 includes  investments  that  are 
insured  or  registered  or  for  which  the  securities  are  held  by  the  District  or  its  agent  in  the 
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District’s  name.  Category  2 includes  uninsured  and  unregistered  investments  for  which 
the  securities  are  held  by  the  broker’s  or  dealer’s  trust  department  or  agent  in  the 
District’s  name. 


(In  Thousands) 

1991 1990, 


Carrying 

Market 

Carryi ng 

Market 

1 

2 

Amount 

Value 

Amount 

Value 

Money  market 

$ 4,740 

$ 4,740 

$ 4,740 

U.S.  Treasury  notes 

$ 61,533 

61,533 

61,673 

$ 25,155 

$ 25,219 

Federal  agency  obligations 

178,813 

178,813 

179,055 

257,245 

257,185 

Repurchase  agreements 

14.164 

14.883 

29.047 

29.047 

27.484 

27.484 

Total 

$254.510 

$19.623 

274,133 

274,515 

309,884 

309,888 

Cash  on  hand 

1,779 

1,779 

(4,289) 

2,082 

2,082 

Time  and  demand  deposits 
Mutual  funds  - deferred  compensation 

(4,289) 

2,661 

2,661 

plan  investments 

66.986 

66.986 

55.558 

55.558 

Total 

$338,609 

$338,991 

$370,185 

$370,189 

Reported  as: 

Cash  and  cash  equivalents 

$ 17,388 

$ 21,443 

Short-term  investments 
Payroll  and  other  liabilities 

221,632 

252,592 

(representing  cash  overdraft) 

(7,737) 

(4,545) 

Deposits  held  by  trustee 
Deferred  compensation 

19,626 

24,551 

plan  investments 
Investments  restricted  for 

66,986 

55,558 

Board  designated  purposes 

20.714 

20.586 

Total 

$338.609 

$370.185 

Investments  restricted  for  Board  of  Directors’  designated  purposes  are  summarized  as 
follows  (in  thousands): 


1991 

1990 

Basic  system  completion 

$ 3,815 

$ 4,070 

System  improvement 

3,499 

3,316 

Self-insurance 

9,000 

9,000 

Operating 

4.400 

4.200 

Total 

$20,714 

$20.586 

12 


4.  FACILITIES,  PROPERTY  AND  EQUIPMENT 


Facilities,  property  and  equipment,  asset  lives,  and  accumulated  depreciation  and 
amortization  at  June  30, 1991  and  1990  are  summarized  as  follows  (in  thousands): 

1991 1990 


Lives 

Accumulated 

Depreciation 

and 

Accumul ated 
Depreciation 
and 

Land 

(Years) 

Cost 

$ 208,995 

Amorti  zation 

Cost 

$ 203,466 

Amortization 

Improvements 
System-wide  operation 

80 

1,222,314 

$ 238,362 

1,191,500 

$223,488 

and  control 

20 

201,156 

101,362 

188,296 

92,729 

Revenue  transit  vehicles 
Service  and  miscellaneous 

30 

419,239 

115,786 

375,563 

100,440 

equipment 

Capitalized  construction 

3-20 

29,375 

17,124 

26,179 

15,497 

and  start-up  costs 

30 

97,722 

57,055 

100,705 

54,320 

Repairable  property  items 
Construction-in-progress 

Total 

30 

14,010 

146.036 

3,728 

12,087 

133.627 

3,379 

$2,338,847 

$ 533.417 

$2,231,423 

$489.853 

The  District  has  entered  into  contracts  for  the  construction  of  various  facilities  and 
equipment  totaling  approximately  $292  million  at  June  30, 1991. 

In  June  1988,  the  District  entered  into  Principles  of  Agreement  (Agreement)  with  the  San 
Mateo  County  Transit  District  (SamTrans)  pertaining  to  extending  the  transit  system  to 
the  vicinity  of  San  Francisco  International  Airport  (Airport).  Under  the  terms  of  the 
Agreement,  SamTrans  will  pay  the  District  a $200  million  capital  contribution,  to  be  used 
for  East  Bay  expansion,  payable  in  installments  (adjusted  for  inflation)  upon  reaching 
certain  Airport  extension  milestones.  In  addition,  SamTrans  will  be  responsible  for 
funding  25%  of  the  cost  of  extending  the  transit  system  to  the  Airport.  District 
management’s  most  current  estimate,  updated  in  1991,  of  the  cost  of  such  Airport 
extension  is  approximately  $849  million.  This  project  is  contingent  upon  the  District 
receiving  adequate  commitments  for  federal  funding,  and  also  upon  expansion  of  the 
transit  system  in  the  East  Bay. 


5.  LONG-TERM  DEBT 


Long-term  debt  at  June  30, 1991  and  1990  is  summarized  as  follows  (in  thousands): 


1962  General  Obligation  Bonds 

1966  Special  Service  District  Bonds 

Total  General  Obligation  Bonds 

1985  Sales  Tax  Revenue  Bonds 

1990  Sales  Tax  Revenue  Refunding  Bonds 

Total  long-term  debt 

Less: 

Unamortized  1990  bond  discount  and  issuance  costs 
Current  portion 

Net  long-term  portion 


1991 

1990 

$315,400 

4.330 

^030 

159.509 

$349,100 

4.850 

353:950 

143,115 

479,239 

497,065 

(4,224) 

(35.515) 

(36.290) 

$439,500 

$460,775 
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1962  General  Obligation  Bonds  - In  1962,  voters  of  the  member  counties  of  the  District 
authorized  a bonded  indebtedness  totaling  $792  million  of  General  Obligation  Bonds. 
Payment  of  both  principal  and  interest  i^rovided  by  the  levy  of  District-wide  property 
taxes.  Bond  interest  rates  range  from  1.5%  to  6.0%. 

1966  Special  Service  District  Bonds  - In  1966,  City  of  Berkeley  voters  formed  Special 
Service  District  No.  1 and  authorized  the  issuance  of  $20.5  million  of  General  Obligation 
Bonds,  of  which  $12  million  were  issued,  for  construction  of  subway  extensions  within  that 
city.  Payment  of  both  principal  and  interest  is  provided  by  taxes  levied  upon  property 
within  Special  Service  District  No.  1.  Bond  interest  rates  range  from  4.0%  to  5.5%. 

1990  Sales  Tax  Revenue  Refunding  Bonds  fthe  1990  Bondsl  - The  1969  Legislature  of  the 
State  of  California  authorized  the  District  to  impose  a 1/2%  transactions  and  use  tax 
within  District  boundaries  and  issue  Sales  Tax  Revenue  Bonds.  On  September  30,  1977, 
the  Governor  signed  legislation  which  extended  the  transactions  and  use  tax  indefinitely. 
The  tax  is  collected  and  administered  by  the  State  Board  of  Equalization.  Of  amounts 
available  for  distribution,  75%  is  paid  to  the  District’s  trustee  for  the  purpose  of  paying 
bond  interest,  principal  and  expenses.  Monies  not  required  for  these  purposes  are 
transmitted  to  the  District.  The  remaining  25%  is  allocated  by  the  MTC  to  the  District, 
the  City  and  County  of  San  Francisco,  and  the  Alameda-Contra  Costa  Transit  District  for 
transit  services  on  the  basis  of  regional  priorities  established  by  MTC. 

In  July  1990,  the  District  issued  sales  tax  revenue  refunding  bonds  totaling  $158,478,430 
with  an  average  interest  rate  of  6.6%  to  advance  refund  $141,045,000  of  1985  Sales  Tax 
Revenue  Bonds  outstanding.  The  net  proceeds  of  $154,038,800,  after  discount  and 
payment  of  underwriting  fees  and  insurance  plus  an  additional  $1,214,835  of  cash  held  by 
trustee,  were  used  to  purchase  U.S.  government  securities.  Those  securities  were 
deposited  in  an  irrevocable  trust  with  a trustee  to  provide  for  all  future  debt  service 
payments  on  the  1985  bonds.  As  a result,  the  1985  Sales  Tax  Revenue  Bonds  are 
considered  to  be  defeased  and  the  liability  for  the  bonds  removed  from  the  balance  sheet. 

The  advance  refunding  resulted  in  the  recognition  of  an  accounting  loss  of  $17,176,560  for 
the  year  ended  June  30,  1991.  However,  the  advance  refunding  has  reduced  the  District’s 
aggregate  debt  service  requirements  by  $9,454,000  over  the  next  21  years  and  has  resulted 
in  an  economic  gain  (difference  between  the  present  values  of  the  old  and  new  debt 
service  payments)  of  approximately  $8,400,000. 

The  1990  Bonds  are  special  obligations  of  the  District  payable  from,  and  secured  by,  a 
pledge  of  the  sales  tax  revenues.  At  June  30,  1991,  the  1990  Bonds  consist  of 
$141,650,000  of  current  interest  bonds  due  from  1993  to  2012  with  interest  rates  ranging 
from  5.9%  to  6.75%  and  $17,858,524  of  capital  appreciation  serial  bonds  ($16,828,430 
original  amount)  with  yields  of  6.65%  to  6.75%  due  from  2002  to  2005.  Interest  on  the 
capital  appreciation  bonds  is  payable  at  maturity.  For  financial  reporting  purposes, 
accrued  interest  is  added  to  the  principal  balance.  The  current  interest  bonds  maturing 
on  July  1,  2009  ($56,215,000)  are  redeemable  after  July  1,  2000  at  the  option  of  the 
District  at  prices  ranging  from  102%  to  100%. 

The  discount  is  being  amortized  over  the  life  of  the  related  debt. 
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The  following  is  a schedule  of  long-term  debt  principal  repayments  required  as  of 
June  30, 1991  (in  thousands): 


1962 

G.O. 

Bonds 

1966 

Special  Service 
District  Bonds 

1990  Sales 
Tax  Revenue 
Refunding 
Bonds 

Total 

Year  ending  June  30: 

1992 

$ 34,975 

$ 540 

$ 35,515 

1993 

36,275 

570 

$ 840 

37,685 

1994 

37,525 

590 

5,400 

43,515 

1995 

39,050 

620 

5,785 

45,455 

1996 

40,625 

640 

6,205 

47,470 

269.599 

Thereafter 

126.950 

1.370 

141.279 

Total 

$315,400 

$4.330 

$159,509 

$479.239 

6.  FEDERAL  GRANTS 

The  U.S.  Department  of  Transportation  provides  financial  assistance  to  the  District  for 
capital  projects  and  planning  and  training.  Grants  which  were  active  during  the  year 
ended  June  30, 1991  are  summarized  as  follows  (in  thousands): 


Total  approved  project  costs  $419»219 

Total  approved  federal  funds  $327 , 262 

Less  cumulative  amounts  received  (276.705) 

Remaining  amount  available  under  federal  grants  $ 50.557 


7.  LOCAL  AND  STATE  FINANCIAL  ASSISTANCE 

The  District  receives  local  operating  and  capital  assistance  from  Transportation 
Development  Act  Funds  (TDA\  For  the  year  ended  June  30,  1991,  TDA  assistance 
was  $430,(X)0  (1990,  $413,000),  all  of  which  was  used  for  operating  assistance.  These 
funds  are  received  from  the  counties  of  Alameda  and  Contra  Costa  to  meet,  in  part,  the 
District’s  operating  requirements  based  on  annual  claims  filed  by  the  District  and 
approved  by  the  MTC. 

The  District  receives  state  operating  and  capital  assistance  from  State  Transit  Assistance 
Funds  (STA).  For  the  year  ended  June  30,  1991,  STA  assistance  was  $528,000  (1990, 
$183,0Cib),  of  which  $528,000  (1990,  $164,000)  was  used  for  capital  purposes,  and  none 
(1990,  $19,000)  was  used  for  flow-through  projects.  These  funds  are  allocated  by  MTC 
based  on  the  ratio  of  the  District’s  transit  operation  revenue  and  local  support  to  the 
revenue  and  local  support  of  all  state  transit  agencies. 
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8.  EMPLOYEES  RETIREMENT  PLAN 


Plan  Description  - All  permanent  employees  are  eligible  to  participate  in  the  Public 
Employees’  Retirement  Fund  (Fund)  of  the  State  of  California’s  Public  Employees’ 
Retirement  System.  The  Fund  is  an  agent  multiple-employer  defined  benefit  retirement 
plan  that  acts  as  a common  investment  and  administrative  agent  for  various  local  and 
state  governmental  agencies  within  the  State  of  California.  The  Fund  provides 
retirement,  disability,  and  death  benefits  based  on  the  employee’s  years  of  service,  age 
and  compensation.  Employees  vest  after  five  years  of  service  and  may  receive  retirement 
benefits  at  age  50.  These  benefit  provisions  and  all  other  requirements  are  established  by 
state  statute  and  District  ordinance. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for  public  safety 
personnel  or  for  miscellaneous  covered  employees  for  the  years  ended  June  30, 1991  and 

1990  due  to  a surplus  of  the  District’s  portion  of  the  Fundus  net  assets  over  the  District’s 
pension  benefit  obligation  caused  by  a change  in  1988  in  the  actuarial  valuation  method 
and  an  actual  rate  of  return  on  investment  assets  that  exceeded  the  assumed  rate.  The 
District’s  covered  payroll  for  employees  participating  in  the  Fund  for  the  years  ended 
June  30,  1991  and  1990  was  $105,614,000  and  $95,372,000,  respectively.  The  District’s 

1991  and  1990  payroll  for  all  employees  was  $117,564,000  and  $109,991,000,  respectively. 
The  District,  due  to  a Collective  Bargaining  Agreement,  also  has  a legal  obligation  to 
contribute  an  additional  9%  for  public  safety  personnel  and  1%  for  miscellaneous 
covered  employees.  Employees  have  no  obligation  to  contribute  to  the  Fund. 

Funding  Status  and  Progress  - The  "pension  benefit  obligation"  is  determined  for  each 
participating  employer  by  the  Fund’s  actuary  and  is  a standardized  disclosure  measure 
that  results  from  applying  actuarial  assumptions  to  estimate  the  present  value  of  pension 
benefits,  adjusted  for  the  effects  of  projected  salaiy  increases  and  step  rate  benefits,  to  be 
payable  in  the  future  as  a result  of  employee  service  to  date.  The  measure  is  intended  to 
help  users  assess  the  funding  status  of  the  District’s  portion  of  the  Fund  to  which 
contributions  are  made  on  a going-concern  basis,  assess  progress  made  in  accumulating 
sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons  among  employers.  The 
measure  is  the  actuarial  present  value  of  credited  projected  benefits  and  is  independent 
of  the  funding  method  used. 

The  pension  benefit  obligation  shown  below  was  computed  as  part  of  an  actuarial 
valuation  performed  as  of  June  30, 1990,  the  latest  available  for  the  Fund.  The  significant 
actuarial  assumptions  used  in  the  1990  valuation  to  compute  the  pension  benefit 
obligation  were  an  assumed  rate  of  return  on  investment  assets  of  8.5%,  annual  payroll 
increases  of  5.5%  attributable  to  inflation  and  1.5%  attributable  to  merit  or  seniority,  and 
no  postretirement  benefit  increases. 
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The  funding  status  applicable  to  the  District’s  employee  group  at  June  30, 1990  (the  latest 
available  for  the  Fund)  follows  (in  thousands): 


Net  assets  available  for  benefits,  at  cost 

(total  market  value,  $314,165)  $277.041 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently 
receiving  benefits  and  terminated 

employees  not  yet  receiving  benefits  91,169 

Current  employees: 

Accumulated  employee  contributions 

and  allocated  investment  earnings  92 , 685 

Employer-financed,  vested  39 , 309 

Employer-financed,  nonvested  2.005 

Total  pension  benefit  obligation  225.168 

Net  assets  in  excess  of  pension  benefit 

obligation  $ 51.873 


Actuariallv  Determined  Contributions  Required  and  Contributions  Made  - The  funding 
policy  of  the  Fund  provides  for  actuarially  determined  periodic  contributions  by  the 
District  at  rates  such  that  sufficient  assets  will  be  available  to  pay  benefits  when  due.  The 
District  was  not  required  to  make  a contribution  to  the  Fund  for  the  years  ended  June  30, 
1991  and  1990  in  accordance  with  the  actuarially  determined  requirements  computed  as 
of  June  30,  1989  and  1988,  respectively.  The  District’s  surplus  asset  position  is  being 
offset  against  the  current  year’s  normal  cost  contribution.  The  actuarially  determined 
normal  cost  contribution  rate  before  reduction  for  the  surplus  asset  amortization  was 
16.256%  (1990,  15.345%)  for  public  safety  employees  and  7.980%  (1990,  8.069%)  for 
miscellaneous  employees. 

The  District’s  normal  cost  contribution  rate  is  determined  using  the  entry-age  normal 
actuarial  cost  method,  a projected  benefit  cost  method.  It  takes  into  account  those 
benefits  that  are  expected  to  be  earned  in  the  future  as  well  as  those  already  accrued. 
The  Fund  would  use  the  same  method  to  amortize  any  unfunded  liability. 

Significant  actuarial  assumptions  used  in  the  June  30,  1990  valuation  to  compute  the 
actuarially  determined  contribution  requirement  are  the  same  as  those  used  to  compute 
the  pension  benefit  obligation  as  described  above. 

Historical  Trend  Information  - Trend  information  gives  an  indication  of  the  progress 
made  in  accumulating  sufficient  assets  to  pay  benefits  when  due.  Ten-year  trend 
information  is  not  yet  available. 
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For  the  District’s  portion  of  the  Fund,  trend  information  for  the  four  years  ended 
June  30, 1990,  follows  (dollars  in  thousands): 


Net  assets  available  for  benefits,  at  cost 
Pension  benefit  obligation 
Net  assets  available  for  benefits  as  a percentage 
of  pension  benefit  obligation 

Assets  in  excess  of  pension  benefit  obligation 
Annual  covered  payroll 

Assets  in  excess  of  pension  benefit  obligation  as  a 
percentage  of  annual  covered  payroll 
Contributions  made  in  accordance  with  actuarially 
determined  requirements  as  a percentage  of  annual 
covered  payroll 

Trend  information  for  1991  is  not  yet  available. 


9.  DEFERRED  COMPENSATION  PLAN 

The  District  offers  its  employees  a deferred  compensation  plan  created  in  accordance 
with  Internal  Revenue  Code  Section  457.  The  deferred  compensation  plan,  available  to 
all  officers  and  employees,  permits  them  to  defer  a portion  of  their  salary  until  future 
years.  The  deferred  compensation  is  not  available  to  employees  until  retirement, 
termination,  or  certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation  deferred  under  the 
deferred  compensation  plan  and  all  income  attributable  to  those  amounts  remain  the 
property  of  the  District  (until  paid  or  made  available  to  the  participants),  subject  only  to 
the  claims  of  the  District’s  general  creditors.  Participants^  rights  under  the  deferred 
compensation  plan  are  equal  to  those  of  general  creditors  of  the  District  in  an  amount 
equal  to  the  fair  market  value  of  the  deferred  account  for  each  participant.  The  plan 
administrator  has  invested  the  deferred  amounts  in  numerous  participant-directed, 
uninsured  investments. 

District  Management  believes  that  the  District  has  no  liability  under  the  terms  of  the  plan 
for  any  amounts  other  than  the  participants’  account  balances. 


1990 

1989 

1988 

1987 

$277,041 

$225,168 

$245,582 

$193,565 

$214,290 

$171,353 

$189,801 

$151,795 

123% 

127% 

125% 

125% 

$51,873 

$95,372 

$52,017 

$85,746 

$ 42,937 
$ 83,178 

$ 38,006 
$ 79,940 

54.4% 

60.7% 

51.6% 

47.5% 

0% 

0% 

0% 

0% 

10.  MONEY  PURCHASE  PENSION  PLAN 

All  District  employees,  except  sworn  police  officers,  participate  in  the  Money  Purchase 
Pension  Plan,  which  is  a supplemental  retirement  program.  In  Januaiy  1981,  the  District’s 
employees  elected  to  withdraw  from  the  Federal  Social  Security  System  (FICA)  and 
established  the  Money  Purchase  Pension  Plan.  The  District  contributes  an  amount  equal 
to  6.65%  of  covered  employee’s  annual  compensation  (up  to  $29,700  after  deducting  the 
first  $133  paid  during  each  month)  up  to  a maximum  annual  contribution  of  $1,868. 
Additionally,  the  District  contributes  to  each  employee’s  account  approximately  1.63%  of 
covered  payroll  for  the  savings  realized  when  the  District  de-pooled  its  Public  Employees 
Retirement  Fund  (Fund)  account.  This  amount  was  formerly  paid  to  the  employee’s 
Fund  account.  Each  employee’s  account  is  available  for  distribution  upon  such 
employee’s  termination. 
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The  District’s  total  expense  and  funded  contribution  for  this  plan  for  the  years  ended 
June  30,  1991  and  1990  was  $6,025,000  and  $5,927,000,  respectively.  Money  Purchase 
Pension  Plan  assets  at  June  30,  1991  and  1990  (excluded  from  the  accompanying  financial 
statements)  were  $89,484,000  and  $76,878,000,  respectively. 


11.  LITIGATION  AND  DISPUTES  WITH  CONTRACTORS 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes,  which  for  the  most  part 
are  normal  to  the  District’s  operations.  In  the  opinion  of  District  Management,  the  costs 
that  might  be  incurred,  if  any,  would  not  materially  affect  the  District’s  financial  position 
or  operations. 
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SUPPLEMENTAL  SCHEDULE  OF  RECONCILIATION  OF  EXCESS 

OPERATING  REVENUES  OVER  (UNDER)  EXPENSES 

FOR  THE  YEARS  ENDED  JUNE  30.  1991  AND  1990  Hn  thousands^ 


The  following  is  a reconciliation  of  excess  operating  revenues  over  (under)  expenses  after 
capital  designations  and  before  depreciation: 


1991 

1990 

EXCESS  OF  EXPENSES  OVER  REVENUES  - 
Operations 

$(35,598) 

$(29,262) 

CAPITAL  DESIGNATIONS 

(11,500) 

(15,381) 

DEPRECIATION 

47.096 

44.634 

EXCESS  OF  OPERATING  REVENUES  OVER 
(UNDER)  EXPENSES  AFTER  CAPITAL 
DESIGNATIONS  AND  BEFORE  DEPRECIATION 

$ (2) 

$ (9) 

Capital  designations  are  made  by  the  District  annually  for  capital  purposes  which  represent  the 
excess  of  revenue  over  expenses  before  depreciation  generated  by  operations. 
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OPERATING  FUNDS  1990/91 


1 1 

1 1 

I 

□ 

5 

TOTAL 

$227,697 


10  15 

100% 


I 

□ f 


20  25  30  35  40  45  50 

I I Property  Tax 

$10,638  4.67% 

□ Other  $18,267  8.02% 

■S™— 


9,497  43.70% 


"f  T 


i 


10  15  20  25  30  35  40 


TOTAL 

$227,697  100% 

(In  Thousands) 

HOW  FUNDS  WERE  APPLIED 

(In  Thousands) 

I I Maintenance 

$85,809  37.69% 

I I Transportation 


n General  Administration 

$44,818  19.68% 

B Police  Services 

$11,906  5.23% 

■ Other  $19,253  8.45°/ 


CAPITAL  FUNDS  1990/91 


TOTAL 

$125,612^  100% 

1 1 Federal 

$21 ,446 

17.07% 

TOTAL 

$125,612  100% 

^ $1,918  1.53%^ 

SOURCE  OF  FUNDS 

(In  Thousands) 

□ State 

$21 ,051 

16.76% 

EXPENDITURES 

(In  Thousands) 

1 1 Construction 

• Systemwide 
$6,422  5.11% 

n District 

$79,369  63.19% 

IB  Local 

$3,746 

2.98% 

■ Studies.  Other 

• Support  Facilities 
$1,846  1.47% 

$2,352  1.87% 
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FY  90 
FY91 


DAILY  ON-TIME  PERFORMANCE  |%) 


95  96  97  98 


JUL 

97.0 

"=M|^  96.7 

AUG 

" 95.7 

98.2 

95.8 

ocrT 

96.9 

OCT 

95.8 

96.9 

96.8 

NOV 

DEC 

96.5 

"JI|N^95.6 

95  96  97  98 


JAN 

96.3 

FEB 

95.8 

95.5 

95.4 

"JIjA^96.7 

MAR 

APR 

95.0 

95.7 

94.5 

MAY 

96.7 

96.7 

JUNE 

96.9 

96.7 

AVERAGE  WEEKDAY  TRIPS 


225  250  275  300 


225  250  275  300 


216.1 

249.2 


224.4 

" 253.6 

246.6 
251.1 


u mm 


234 


232.8 

248.0 


238.8 

243.6 

242.0 

249.8 


243.0 

250.0 


**-M|*^  243.3 
^ 249.4 
W46.2 


-U^^2 
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PERFORMANCE  HIGHLIGHTS 


Bart  patronage  for  the  fiscal  year 
1991  totaled  71,900,906,  an 
increase  of  1 ,351 ,359  over  fiscal 
year  1990  and  the  highest  annual 
patronage  figure  in  the  District’s  history. 
This  record  total  reflects,  among  other 
things,  the  number  of  passengers  who 
began  using  BART  after  the  1 989 
Loma  Prieta  earthquake  and  remained 
BART  riders  after  the  Bay  Bridge 
reopened. 

Weekday  passenger  trips  averaged 
247,456  for  FY1991,  compared  with 
241,525  for  1^1990.  Average  weekday 
ridership  for  the  fourth  quarter  of 
Pt'1991  was  249,747  trips,  2.3  percent 
above  the  same  quarter  of  FY1990. 

This  reflects  the  District’s  return  to  its 
long-term  growth  pattern  after  last 
year’s  marked  permanent  increase  in 
BART’S  ridership. 

Annual  passenger  miles  amounted  to 
897,786,507  for  FY1991,  an  increase  of 
6,557,564  over  the  previous  year. 

The  District’s  estimated  share  of  peak 
period  transbay  traffic  during  FY1991 
(including  cars,  buses  and  trains)  was 
39.2  percent  based  on  surveys  taken 
during  the  year  by  the  Metropolitan 
Transportation  Commission.  BART’s 
estimated  share  of  transbay  commute 
traffic  was  50  percent  for  FY1990. 

Net  passenger  revenues  reached 
$99,497,000,  a decrease  of  $31 ,000 
from  the  FY1990  figure  of  $99,528,000. 
The  1990  amount  included  passenger 
revenue  when  the  Bay  Bridge  was 
closed,  and  the  average  trip  length 
and  fares  were  higher.  Total  operat- 
ing revenues,  including  $8,21 1 ,000 
in  interest  income,  advertising  in 
trains  and  stations  and  other  income, 
were  $1 07,708,000,  an  increase  of 
$1 ,060,000  from  the  previous 
fiscal  year. 

BART  funded  48.2  percent  of  its 
FY1991  net  operating  expenses— which 
was  $206,573,000  (excluding 
depreciation)— from  net  passenger 
revenues.  BART’s  farebox  ratio  last 
fiscal  year  was  51 .6  percent. 

BART’s  operating  ratio,  which  relates 
total  operating  revenues  to  total  net 
operating  expenses,  was  52.1  percent 
in  FY1991,  compared  with  55.3  percent 
for  the  previous  year.  The  District’s 
objective  is  to  fund  no  less  than  one- 
half  of  its  net  rail  operating  expenses 
from  operating  revenues. 


FY  1991  FY  1990 


Rail  Ridership 

Annual  passenger  trips 
Average  weekday  trips 
Average  trip  length 
Annual  passenger  miles 
Patron  trip  on-time  performance  (%) 
System  utilization  ratio  (passenger 
miles  to  available  seat  miles) 
End-of-period  ratios: 

Peak  patronage 
Off-peak  patronage 

BART’s  estimated  share  of  peak  period 
transbay  trips  - cars,  trains  & buses 

Operations 

Annual  revenue  car  miles 
Unscheduled  train  removals  - average 
per  revenue  day 
Transit  car  availability  to 
revenue  car  fleet  (a) 

Passenger  accidents  reported  per 
million  passenger  trips 
Patron-related  crimes  reported  per 
million  passenger  trips 

Financial 

Net  passenger  revenues 
Other  operating  revenues 
Total  operating  revenues 
Net  operating  expenses 
(excluding  depreciation) 

Farebox  ratio  (net  passenger 
revenues  to  net  operating  expenses) 
Operating  ratio  (total  operating 
revenues  to  net  operating  expenses) 
Net  rail  passenger  revenue  per 
passenger  mile 

Rail  operating  cost  per  passenger  mile 
Net  average  rail  passenger  fare(b) 

NOTES 


71,900,906 
247,456 
12.5  miles 
897,786,507 
96.0% 

32.7% 

47.8% 

52.2% 

39.2% 


39,193,009 

1.5 

79.7% 

12.13 

43.73 


$ 99,497,000 
$ 8,211,000 
$107,708,000 

$206,573,000 

48.2% 

52.1% 

11. Od 
21 .6d; 

$1 .37 


70,549,547 
241,525 
12.6  miles 
891,228,943 
94.5% 

30.7% 

47.6% 

52.4% 

50.0% 


40,327,962 

2.2 

82.5% 

13.56 

41.18 


$ 99,528,000 
$ 7,120,000 
$106,648,000 

$192,983,000 

51.6% 

55.3% 

11.10 

20.00 

$1.40 


General  note:  Data  represents  annual  averages  unless  otherwise  noted. 

(a)  At  8 a.m.  each  each  day. 

(b)  Includes  BART/MUNI  Fast  Pass. 


Net  rail  passenger  revenue  per 
passenger  mile  for  FY1991  was  11.0 
cents,  compared  to  1 1 .1  cents  for 
FY1990.  Rail  operating  cost  per 
passenger  mile  for  FYI1991  was  21 .6 
cents,  compared  with  20.0  cents  for  the 
previous  year. 

In  addition  to  funds  derived  from 
passenger  fares,  interest  income  and 
advertising,  BART  received 
$1 08,960,000  in  revenue  from  75 
percent  of  the  one-half-cent  transit 


sales  tax  in  the  three  BART  counties, 
$430,000  in  local  funds  and 
$10,638,000  in  property  tax  available 
for  operations. 

Of  the  $108,960,000  derived  from  the 
sales  tax,  $21 ,165,000  was  allocated  to 
debt  service  and  capital  allocations, 
and  $87,795,000  was  made  available 
for  operations. 
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Message  from  General  Manager 


Frank  J.  Wilson, 
General  Manager 
Bay  Area  Rapid  Transit 


D 

ART  entered  its  third  decade  of 
service  to  the  people  of  the  Bay  Area 
propelled  by  challenge,  fulfilling  its  tradition  of 
growth  and  triumph  through  adversity. 

The  pressures  faced  by  BART  over  concerns 
about  energy  consumption,  the  environment,  a 
faltering  economy,  public  safety  and  increasing 
demand  on  constricting  resources  tapped  the 
District’s  deepest  veins  of  strengfh. 

Yet,  BART  scored  many  of  its 
greatest  victories  in  these  very  areas. 

As  Abigail  Adams  wrote,  “Great 
necessities  call  out  great  virtues,"  and 
we  witnessed  that  phenomenon  at 
BART  in  FY1 992. 

As  a transit  service  provider,  the 
District  set  significant  records  in  the  past 
year.  We  carried  more  than  73  million 
passengers  nearly  a billion  miles.  Our 
weekday  average  rose  to  nearly  250,000 
passenger  trips,  and  we  set  a record  in 
weekend  patronage.  In  FY1992,  we 
achieved  96  percent  daily  on-time 
performance— three  percentage  points 
higher  than  just  five  years  ago  and 
leagues  ahead  of  the  less  than  90 
percent  rate  of  a decade  ago.  In  reliability— crucial  to 
today’s  transportation  market— we  posted  a rating  of 
835  hours  between  system  failures,  52  percent  better 
than  just  two  years  ago. 

As  encouraged  as  we  are  by  these  records, 
they  represent  only  one  way  of  looking  at  BART’s 
Fiscal  Year  1992. 


Extensions 

While  the  cry  for  alternatives  to  automobile 
transportation  resounded  more  loudly  than  ever  in 
the  Bay  Area,  and  every  individual  and  business 
enterprize  felt  the  drag  of  the  recession,  BART  made 
historic  strides  to  expand,  ground  breaking  for 
long-awaiting  system  extension  resulting  in  the 
creation  of  much-needed  jobs  for  Bay  Area  citizens. 

We  began  construction  on  extensions  into 
burgeoning  East  Contra  Costa  County,  the  Livermore 
Valley,  and  Colma,  the  first  leg  of  our  journey  to  San 
Francisco  International  Airport.  On  each  extension 
route,  we  were  months  ahead  of  schedule  and  under 


budget,  by  taking  advantage  of  an  excellent  bidding 
climate  in  the  construction  industry. 

In  FY1992,  BART  awarded  more  than  a $500 
million  dollars  in  construction  contracts  that  will  ^ ' 
mean  at  least  28,000  jobs  for  the  people  of  the  Bay  [ i 
Area;  jobs  that  can  help  pull  the  region  out  of  an  i 
economic  slump.  | ' 

We  also  signed  agreements  in  FY1 992  that  .1 
will  bring  $61 6 million  in  construction  funds  to  j ' 
BART:  $151  million  from  Contra  Costa  Transit  . ; 
Authority;  $90  million  from  San  Mateo  County;  ' 

$1 07  million  from  bridge  tolls;  $1 68  million  from  ' 
the  State;  and,  $100  million  from  the  federal  | 
governmenf  for  the  airport  extension. 

Finally,  we  have  embarked  on  a project,  where  | 
in,  we  are  working  with  private  companies  and  the  j 
federal  governmenf  to  review  state  of  the  art  i 
"suspended  guideway”  and  light  rail  “people 
mover”  technology  with  a view  to  building  a new  J 
system  which  could  someday  whisk  passengers  j' 
from  BART  to  the  Oakland  International  Airport.  ■ 

Rehabilitation  | 

We  made  progress  on  all  fronts  to  extend  and  *. 
improve  BART  service.  We  have  at  the  same  time  | 
launched  a comprehensive  and  critical  rehabilita-  ^ 
tion  program  by  re-investing  in  our  ageing  j 
facilities,  which  have  served  the  requirements  of  the 
people  of  the  Bay  Area  for  20  years.  As  the  FY1 992  j 
came  to  a close  we  have  rehabilitated  four  of  our  -j 
most  heavily  trafficked  stations;  MacArthur,  \ 

Concord,  Fruitvale  and  North  Berkeley.  The  State  j 
recently  awarded  BART  $4  million  and  the  Federal  | 
Transportation  Administration  awarded  an  $8  f 

million  grant  to  begin  rehabilitating  our  ageing  I 

fleet  of  original  cars.  L' 

New  Cars  || 

Meanwhile,  we  signed  a contract  with  pj 
Morrison  Knudsen  Corp.  to  assemble  80  new  BART,  ! 
cars  at  its  plant  in  Contra  Costa  County— sowing 
the  wages  and  taxes  generated  by  that  work  back 
into  the  Bay  Area  economy.  It  was  particularly  | 
gratifying  to  bring  the  original  bid  price  down  by  , 

$51  million  through  a "negotiated  bid"  process  ' 

which  involved  three  bidders  for  the  contract.  The  > i 
f i rst  of  the  new  BART  cars,  wh  ich  wi  1 1 be  C-cars,  is  ' | 
scheduled  for  delivery  in  early  1995.  ' ' I 

[ I 
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strides  in  service 


and  accessibility” 


Service 

While  population  growth  in  the  Bay 
Area  and  concern  for  the  environment 
continued  to  fuel  the  compelling  need  for 
alternatives  to  car  commuting,  we  ’ 

responded  with  important  strides  in 
service  and  accessibility.  BART  completed  parking 
garages  in  FY1992  that  will  accommodate  some 
2,000  additional  cars.  More  recently  we  broke  ground 
for  more  garages  to  park  another  2,800  cars— all  in 
all,  a 16  percent  increase  in  parking  capacity.  In  order 
to  enhance  bus  access  to  BART,  we  increased  the 
number  of  bus  loading  bays,  allowing  more  buses  to 
interface  with  BART  at  one  time.  This  program  of 
providing  more  bus  loading  facilities  at  BART  stations 
should  permit  the  bus  companies  to  increase  the 
number  of  routes,  thus  providing  more  options  for 
passengers  to  connect  with  BART. 

We  also  introduced  a new,  faster,  more 
efficient  schedule — the  most  radical  change  in 
BART  timetables  in  12  years — and  worked 
diligently  to  shake  the  bugs  from  it.  Among  the 
advantages  of  the  new  schedule  are  guaranteed 
late-evening  “timed  transfers,"  which  means  during 
T service  when  only  two  lines  of  service  are  in 
operation,  Richmond/Fremont  and  Concord/Daly 
City,  and  a transfer  from  one  line  to  the  other  at  12th 
Street/Oakland  City  Center  or  at  MacArthur  BART 
Stations,  is  required  the  trains  will  meet  so  that  the 
transfer  may  be  made  with  minimal  waiting  time. 

We  expanded  our  BARTPIus  program  to 
Premium  BARTPIus,  enabling  people  from  yet  more 
distant  communities  to  use  BART.  The  District 
helped  introduce  TransLink  as  a pilot  program  in 


conjunction  with  County  Connection  in  Contra 
Costa  County.  The  TransLink  ticket  is  one  which 
has  stored  fare  for  both  County  Connection  buses 
and  BART  fares,  thus  eliminating  the  need  to  carry 
two  different  tickets.  In  addition  to  the  normal 
discounts  applied  there  is  an  added  value  to 
patrons  by  using  the  TransLink  ticket  with  the  last 
ride  bonus  no  matter  how  little  is  left  on  the  ticket. 
The  Translink  pilot  program  was  a prelude  to  a full 
scale  demonstration  scheduled  to  be  introduced  in 
early  1993  and  a possible  first  step  toward  a single 
transit  ticket  for  all  systems  in  the  Bay  Area. 

BART  addressed  the  economic  squeeze  by 
hosting  the  first  two  Jobs  Expos  in  our  history.  We 
were  joined  by  18  other  companies  to  offer  more  than 
500  jobs  to  people  throughoutthe  Bay  Area.  And  we 
introduced  MetroVision,  a new  information  system 
that  provides  passengers  with  BART-system 
information  and  news,  weather  and  sports.  Not  only 
does  it  enhance  service  without  cost  to  our  patrons, 
it  also  earns  revenue  for  the  District. 

Amidst  mounting  concern  over  crime  in  the 
Bay  Area  and  across  the  country,  BART  launched 
two  programs  to  reduce  crime  throughout  the 
system;  BART  Against  Auto  Theft  (BAAT),  and  the 
Truancy  Reduction  Intervention  Program  (TRIP). 
Auto  thefts  from  our  stations  have  already  dropped 
by  23  percent,  and  truant  youth  found  on  the 
system  are  being  returned  to  school. 


An  architectural  rendering 
of  the  Castro  Valley  BART 
Station  on  the  Dublin/Pleasanton 
line.  Work  on  the  extension 
is  ahead  of  schedule  and 
coming  under  budget 
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‘So,  in  BART  Tradition, 


the  best  is  yet  to  come” 


Shown  here  are  the  platforms 
at  Walnut  Creek  Station, 
which  is  one  of  the  lour 
stations  rehabilitated  in  FY92. 
Even  the  weather  cooperated 
for  this  picture  with  a rainbow. 


The  BART  Vehicles  will 
be  stripped  down  to  the 
outer  shell  and  will  be  rebuilt 
from  the  tracks  up.  This  vehicle 
rehabilitation  program, 
an  absolute  necessity, 
carries  a price  lag 
of  nearly  $400  million. 
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Research  & Development 

Propelled  by  world  energy/environmental 
peril,  BART  laid  the  technological  groundwork, 
during  the  year,  for  significant  solutions.  We 
became  the  first  transit  system  in  the  nation  to 
establish  an  in-house  Research  & Development 
department.  Funded  with  $1  million  in  grants,  the 
Research  & Development  staff  will  help  develop 
21st  century  systems  for  train  control,  efficient 
energy  use,  and  passenger  telephone  trip  planning. 

We  began  working  with  Pacific  Gas  & Electric 
to  install  a charging  station  for  consumer  elecfric 
vehicles  fhat  can  transport  patrons  from  homes  and 
shopping  centers  to  BART  stations.  The  project 
places  BART  in  the  forefront  of  helping  Californians 
to  comply  the  State’s  tough  auto  emission 
standards.  By  the  year  1998,  California  requires 
that  2 percent  (40,000)  of  all  vehicles  sold,  5 
percent  (100,000)  of  those  sold  by  2001  and  10 
percent  (200,000)  of  those  sold  by  2003,  be  zero 
engine  emissions..this  means  electric  power. 

BART  and  PG&E  are  on  the  Board  of  Directors 
of  CALSTART,  a California  consortium  of  more  than 
40  public  and  private  organizations  that  have  been 
mobilized  to  develop  an  advanced  transportation 
industry  in  the  State.  BART  became  a co-founder  of 
the  National  Station  Car  Consortium.  This  consortium 
will  also  develop  the  market  for  electric  vehicles,  a 
potential  linchpin  in  future  transportation  systems, 
where  several  forms  of  transportation  will  come 
together  to  serve  the  public's  need  for  better,  more 
environmentally  responsible  transportation.  The 


electric  car  industry  is  beginning  to 
achieve  a broader  public  acceptance 
than  ever  before.  CALSTART  will  serve 
as  the  prime  promotional  link  in  the 
creation  of  a market  for  the  electric  car. 

Budget/Financial 

Under  extremely  tight  financial 
constraints,  the  District  closed  out  the 
fiscal  year  with  a $900,000  budget  surplus 
after  negotiating  “win-win”  contracts  with 
its  unions  that  provides  for  a fair  package 
of  wages  and  work  rules  while  ensuring 
uninterrupted  BART  service,  growth 
and  development. 

Best  of  all,  we  are  entering 
FY1993  with  a balanced  budget  that 
calls  for  no  cuts  in  service,  no  layoffs, 
and  no  fare  hikes — an  incredible  accomplishment 
in  this  economic  climate.  Moreover,  it  is  a balanced 
budget  that  will  simultaneously  allow  us  to  respond  to 
the  demands  of  a transportation-needy  era  and  a 
precarious  economy  by  expanding  BART  in  new 
directions,  enhancing  our  core  system,  and 
developing  our  employees’  skills.  Our  FY1993 
budget,  with  its  sales  tax  revenue,  represents 
a 6.5  percent  reduction  in  spending  power  of  the 
previous  fiscal  year. 

BART  and  its  employees  are  comfortable  with 
difficult  times.. .comfortable,  not  complacent.  We  do 
more  than  weather  such  times;  we  harness  the 
energy  they  generate  and  convert  it  to  achievement. 
And  while  this  past  year,  like  the  past  20  years, 
have  been  challenging  and  exciting,  we  face 
formidable  challenges  in  the  future. 

So,  in  BART  tradition,  the  best  is  yet  is  come. 
To  evaluate  the  District  on  its  progress  in  its  most 
challenging  areas  is  to  savor  what  Shakespeare 
called  “Adversity’s  sweet  milk."  For  BART,  adversity 
is  the  test  of  a strong  organization,  a strong  system, 

and  a strong  vision Looking  forward  to  the 

next  twenty  years. 


Frank  J.  Wilson,  General  Manager 
Bay  Area  Rapid  Transit 


Deloitte& 

Touche 


GRANT  et  SMITH 
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2101  Webster  Street,  20th  Floor 
Oakland,  California  94612 
(510)  287-2700 


505  - 14th  Street,  Suite  950 
Oakland,  California  94612 
(510)  832-0257 


INDEPENDENT  AUDITORS’  REPORT 


The  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  balance  sheets  of  the  San  Francisco  Bay  Area  Rapid 
Transit  District  (the  District)  as  of  June  30,  1992  and  1991,  and  the  related  statements  of 
operations,  capital,  and  cash  flows  for  the  years  then  ended.  These  financial  statements  are 
the  responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an  opinion 
on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonaWe  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement 
presentation.  We  believe  that  our  audits  provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  such  financial  statements  present  fairly,  in  all  material  respects,  the  financial 
position  of  San  Francisco  Bay  Area  Rapid  Transit  District  at  June  30, 1992  and  1991,  and  the 
results  of  its  operations  and  cash  flows  for  the  years  then  ended  in  conformity  with  generally 
accepted  accounting  principles. 


August  28, 1992 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


BALANCE  SHEETS, 

JUNE  30.  1992  AND  1991  fin  thousands'! 

ASSETS 

1992 

1991 

LIABILITIES  AND  CAPITAL 

1992 

1991 

CURRENT  ASSETS: 

Cash  and  cash  equivalents 

$ 56,040 

$ 17,388 

CURRENT  LIABILITIES: 

Investments 

224,817 

221,632 

Current  portion  of  long-term  debt 

$ 37,685  1 

E 35,515 

Deposits  held  by  trustee 

7,295 

19,626 

Payroll  and  other  liabilities 

74,935 

58,028 

Receivables 

37,328 

34,410 

Self-insurance  liabilities 

15,158 

13,963 

Materials  and  supplies  - at  average  cost 

22.841 

17.790 

Unearned  passenger  revenue 

2.285 

1.914 

Total  current  assets 

348,321 

310,846 

Total  current  liabilities 

130,063 

109,420 

INVESTMENTS 

76,624 

DEFERRED  COMPENSATION  PLAN 

81,472 

66,986 

DEFERRED  COMPENSATION  PLAN 

LONG-TERM  DEBT 

457.423 

439.500 

INVESTMENTS 

81,472 

66,986 

TOTAL  LIABILITIES 

668.958 

615.906 

INVESTMENTS  RESTRICTED  FOR 

BOARD  DESIGNATED  PURPOSES 

19,943 

20,714 

CAPITAL: 

Grants  and  contributions,  net 

930,693 

799,860 

FACILITIES,  PROPERTY  AND 

Accumulated  net  revenues 

806.993 

788.210 

EQUIPMENT  - Net 

1.880.284 

1.805.430 

Total  capital 

1.737.686 

1.588.070 

TOTAL  ASSETS 

$2,406,644 

$2,203,976 

TOTAL  LIABILITIES  AND  CAPITAL 

$2,406,644  J 

E2. 203. 976 

See  notes  to  financial  statements. 


SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATEMENTS  OF  OPERATIONS 

FOR  THE  YEARS  ENDED  JUNE  30.  1992  AND  1991  Hn  thousands') 


OPERATING  REVENUES: 

Fares 

Other  (including  investment  income) 
Total  operating  revenues 

OPERATING  EXPENSES: 
Transportation 
Maintenance 
Police  services 

Construction  and  engineering 
General  and  administrative 
Depreciation 
Total  operating  expenses 
Less  capitalized  costs 
Net  operating  expenses 

OPERATING  LOSS 

OTHER  REVENUES  (EXPENSES): 
Transactions  and  use  tax 
Property  tax 

State  financial  assistance 
Local  financial  assistance 
Sale  of  tax  benefits 
Other  investment  income 
Interest  expense 
Other  - net 
Total  other  revenues 

EXCESS  OF  REVENUES  OVER 


1992 

DEBT 

OPERATIONS  CONSTRUCTION  SERVICE 


1991 

COMBINED  DEBT 

TOTAL  OPERATIONS  CONSTRUCTION  SERVICE 


$ 99,497 
8.211 
107.708 


65,911 

85,809 

11,906 

7,753 

44,818 

47.096 


(35,598)  24,050 


S(3.488)  $(35.598) 


See  notes  to  financial  statements. 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATEMENTS  OF  CAPITAL 


FOR  THE  YEARS  ENDED  JUNE  30. 

1992  AND  1991  Hn  i 

thousands) 

GRANTS  AND 
CONTRIBUTIONS, 

ACCUMULATED 

TOTAL 

NET 

NET  REVENUES 

CAPITAL 

BALANCES,  JUNE  30,  1990 

$775,555 

$763,003 

$1,538,558 

EXCESS  OF  REVENUES 
OVER  EXPENSES 

3,270 

3,270 

OTHER  ADDITIONS 
(DEDUCTIONS): 
Grants  and  contributions 

46,242 

46,242 

Depreciation  and  retirements 
of  assets  acquired  with 
grants  and  contributions 

(21.937) 

21.937 

BALANCES,  JUNE  30,  1991 

799,860 

788,210 

1,588,070 

EXCESS  OF  EXPENSES 
OVER  REVENUES 

(3,488) 

(3,488) 

OTHER  ADDITIONS 
(DEDUCTIONS): 
Grants  and  contributions 

153,104 

153,104 

Depreciation  and  retirements 
of  assets  acquired  with 
grants  and  contributions 

(22,271) 

22.271 

BALANCES,  JUNE  30,  1992 

$930,693 

$806,993 

$1,737,686 

See  notes  to  financial  statements. 


BART 


SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


STATFMFNTS  OF  TASFF  FT  OWS 

FOR  THE  YEARS  ENDED  JUNE  30.  1992  AND  1991  (In  thousands^ 


CASH  FLOWS  FROM  OPERATIONS; 

1992 

1991 

Operating  loss 

$(153,078) 

$(145,961) 

Less  investment  income  included  in  operating  revenue 

(6.476) 

(4.950) 

Operating  loss  excluding  investment  income 

Adjustments  to  reconcile  operating  loss  to  net  cash  used  by  operations: 

(159,554) 

(150,911) 

Depreciation 

Net  effect  of  changes  in: 

48,613 

47,096 

Deferred  compensation  plan  liabilities 

14,486 

(3,048) 

11,428 

(4,030) 

Receivables 

Materials  and  supplies 

(5,051) 

(1,906) 

Payroll  and  other  liabilities 

1,272 

(1.613) 

Self-insurance  liabilities 

1,195 

3,017 

Unearned  passenger  revenue 

371 

(156) 

Net  cash  used  for  operations 

(101.716) 

(97.075) 

CASH  FLOWS  FROM  NONCAPITAL  FINANCING  ACTIVITIES: 

Transactions  and  use  tax  received 

92,256 

99,295 

Property  tax  received 

11,146 

10,638 

State  financial  assistance  received 

1,600 

Local  financial  assistance  received 

487 

430 

Net  cash  provided  by  noncapital  financing  activities 

CASH  FLOWS  FROM  CAPITAL  AND  RELATED 
FINANCING  ACTIVITIES: 

105.489 

110.363 

Transactions  and  use  tax  received 

13,236 

9,665 

Property  tax  received 

45,293 

44,854 

Proceeds  from  sale  of  tax  benefits 

9,827 

Interest  paid  on  bonds 

(22,867) 

(23,665) 

Bond  service  fees  paid 

(76) 

(18) 

Capital  grants  received 

150,310 

40,197 

Principal  paid  on  long-term  debt 

(35,515) 

(36,290) 

Proceeds  from  issuance  of  sales  tax  revenue  bonds 

56,010 

158,478 

Defeasance  of  sales  tax  revenue  bonds 

(155,253) 

Bond  issuance  cost 

(1,923) 

(4,435) 

Expenditures  for  facilities,  property  and  equipment 

(112,412) 

(113,140) 

Proceeds  from  sale  of  real  estate 

1,921 

1,309 

Other  revenues  received 

6 

Net  cash  provided  by  (used  for)  capital  and  related  financing  activities 

93.983 

(68.471) 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 

Proceeds  from  sale  and  maturity  of  investments 

313,505 

(394,311) 

353,947 

Purchases  of  investments 

(326,427) 

Interest  on  investments 

21.702 

23,608 

Net  cash  provided  by  (used  for)  investing  activities 

(59.104) 

51,128 

NET  INCREASE  (DECREASE)  IN  CASH  AND  CASH  EQUIVALENTS 

38,652 

(4,055) 

CASH  AND  CASH  EQUIVALENTS,  Beginning  of  year 

17.388 

21.443 

CASH  AND  CASH  EQUIVALENTS,  End  of  year 

$ 56.040 

$ 17,388 

See  notes  to  financial  statements. 
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SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 


NOTES  TO  FINANCIAL  STATEMENTS 


1.  ORGANIZATION  AND  BASIS  OF  PRESENTATION 

Description  of  Reporting  Entity  - San  Francisco  Bay  Area  Rapid  Transit  District  (the 
District)  is  a public  agency  created  by  the  legislature  of  the  State  of  California  in  1957  and 
regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit  District  Act,  as  amended,  and 
subject  to  transit  district  law  as  codified  in  the  California  Public  Utilities  Code.  The 
disbursement  of  funds  received  by  the  District  is  controlled  by  statutes  and  by  provisions 
of  various  grant  contracts  entered  into  with  federal,  state  and  local  agencies. 

For  financial  reporting  purposes,  the  District’s  financial  statements  include  all  financial 
activities  that  are  controlled  by  or  dependent  upon  actions  taken  by  the  District’s  Board 
of  Directors. 

Basis  of  Accounting  - The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this 
method  revenues  are  lecorded  when  earned  and  expenses  are  recorded  when  the  related 
liability  is  incurred. 


2.  SIGNIFICANT  ACCOUNTING  POLICIES 

Cash  and  Cash  Equivalents  - The  District  considers  all  highly  liquid  investments  with  a 
maturity  of  three  months  or  less  when  purchased  to  be  cash  equivalents.  Deposits  held  by 
trustee,  deferred  compensation  plan  investments  and  investments  restricted  for  Board 
designated  purposes  are  treated  as  investments. 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  investments  of  the  deferred 
compensation  plan  which  are  stated  at  market  value.  As  a matter  of  policy,  the  District 
holds  investments  until  their  maturity. 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held  by  trustee  banks  in 
accordance  with  the  District’s  various  bond  indentures  and  for  general  debt  service 
requirements.  Deposits  are  stated  at  cost. 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated  using  the  straight- 
line  method  over  the  estimated  useful  lives  of  the  assets.  Depreciation  of  assets  acquired 
with  District  funds  is  distinguished  from  depreciation  of  assets  acquired  with  grants  and 
contributions  by  others. 

The  District  capitalizes  certain  interest  revenue  and  expenditures  related  to  tax-free 
borrowings.  The  net  effect  of  such  interest  capitalization  was  to  decrease  expenditures 
for  facilities,  property  and  equipment  by  $584,000  and  $3,992,000  during  the  years  ended 
June  30,  1992  and  1991,  respectively,  for  excess  interest  revenue  over  interest  expenses 
from  applicable  borrowings. 

Self-insurance  Liabilities  - The  District  is  largely  self-insured  for  workers’  compensation 
claims,  general  liability  claims,  and  major  property  damage.  The  District  accrues  the 
estimated  costs  of  the  self-insured  portion  of  claims. 
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Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  purchased  which  have 
not  yet  been  used. 

Grants  and  Contributions  - The  District  receives  grants  from  the  Federal  Transportation 
Administration  (FTA)  and  other  agencies  of  the  U.S.  Department  of  Transportation, 
state,  and  local  transportation  funds  for  the  acquisition  of  transit  related  equipment  and 
improvements.  Capital  grant  funds  earned,  less  amortization  equal  to  accumulated 
depreciation  of  the  related  assets,  are  included  in  grants  and  contributions. 

Statements  of  operations  include  the  financial  activities  of  the  general  operations  of  the 
transit  system,  revenues  restricted  by  the  Board  of  Directors  for  construction  activity,  and 
revenues  restricted  by  the  District’s  various  bond  indentures  for  debt  service  (including 
interest  expense)  on  outstanding  long-term  debt. 

Transactions  and  Use  Tax  fSales  Tax’)  Revenue  - State  of  California  legislation  authorizes 
the  District  to  impose  a 1/2%  transactions  and  use  tax  within  District  boundaries  which  is 
collected  and  administered  by  the  State  Board  of  Equalization.  Of  amounts  available  for 
distribution,  75%  is  paid  directly  to  the  District’s  trustee  for  the  purpose  of  paying  bond 
interest,  principal  and  expenses.  Monies  not  required  for  these  purposes  are  transmitted 
to  the  District.  The  remaining  25%  is  allocated  by  the  Metropolitan  Transportation 
Commission  (MTC)  to  the  District,  the  City  and  County  of  San  Francisco,  and  the 
Alameda-Contra  Costa  Transit  District  for  transit  services.  The  District  records  the  total 
transactions  and  use  taxes  earned  (including  amounts  paid  to  the  trustee)  as  revenue. 

Property  Taxes.  Collection  and  Maximum  Rates  - The  State  of  California  Constitution 
Article  XIII  A provides  that  the  general  purpose  maximum  property  tax  rate  on  any  given 
property  may  not  exceed  1%  of  its  assessed  value  unless  an  additional  amount  for  general 
obligation  debt  has  been  approved  by  voters.  Assessed  value  is  calculated  at  100%  of 
market  value  as  defined  by  Article  XIII  A and  may  be  adjusted  by  no  more  than  2%  per 
year  unless  the  property  is  sold  or  transferred.  The  State  Legislature  has  determined  the 
method  of  distribution  of  receipts  from  a 1%  tax  levy  among  the  counties,  cities,  school 
districts  and  other  districts,  such  as  the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service  requirements  of  its 
General  Obligation  Bonds.  The  District  also  receives  an  allocation  of  property  tax 
revenues  for  transit  operations.  San  Francisco,  Alameda  and  Contra  Costa  Counties 
assess  properties,  bill  for,  collect,  and  distribute  property  taxes.  Property  taxes  are 
recorded  as  revenue  and  receivables,  net  of  estimated  uncollectibles,  in  the  fiscal  year  of 
levy. 

Financial  assistance  grants  are  accrued  as  revenue  in  the  period  to  which  the  grant 
applies. 

Sale  of  Tax  Benefits  - The  District  has  entered  into  agreements  to  sell  tax  benefits  for 
certain  District-owned  transit  equipment  contracted  for  purchase  prior  to  August  1986. 
The  transactions  have  been  structured  in  the  form  of  leases  for  tax  purposes.  The  District 
recognizes  tax  benefit  sales  proceeds  in  the  period  of  sale  of  tax  benefits. 

Pension  costs  are  expensed  as  incurred.  Such  costs  equal  the  actuarially  determined 
annual  contribution  amount.  See  Note  8. 
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3.  CASH  AND  INVESTMENTS 


The  District  maintains  a cash  and  investment  pool  that  includes  cash  and  investments 
available  for  general  use  and  restricted  for  Board  designated  purposes.  Cash  and 
investments  of  the  District’s  deferred  compensation  plan  (see  Note  9)  are  held  separately 
by  the  plan’s  administrator. 

Deposits  - At  June  30,  1992  (and  1991),  the  District’s  cash  on  hand  was  $1,127,000  (1991, 
$1,779,000),  and  the  carrying  amount  of  the  District’s  time  and  demand  deposits  was 
$(4,634,000)  (1991,  $(4,289,000))  with  the  corresponding  bank  balance  of  $3,814,000 
(1991,  $8,779,000).  Of  the  bank  balance  $200,000  (1991,  $329,000)  was  insured  by  federal 
depository  insurance  or  collateralized  by  securities  held  by  the  District’s  agent  in  the 
District’s  name,  and  $3,614,000  (1991,  $8,450,000)  is  required  by  Section  53652  of  the 
California  Government  Code  to  be  collateralized  110%  by  the  pledging  financial 
institutions.  Such  collateral  is  not  required  to  be  in  the  District’s  name. 

Investments  - State  of  California  statutes  and  District  policy  authorize  the  District  to 
invest  in  obligations  of  the  U.S.  Treasury,  its  agencies  and  instrumentalities,  bankers’ 
acceptances,  repurchase  and  reverse  repurchase  agreements,  and  the  State  Treasurer’s 
investment  pool.  The  District  did  not  enter  into  any  reverse  repurchase  agreements 
during  1992  or  1991. 

The  District’s  investments  are  categorized  below  to  give  an  indication  of  the  credit  risk 
assumed  by  the  District  at  June  30,  1992.  Category  1 includes  investments  that  are 
insured  or  registered  or  for  which  the  securities  are  held  by  the  District  or  its  agent  in  the 
District’s  name.  Category  2 includes  uninsured  and  unregistered  investments  for  which 
the  securities  are  held  by  the  broker’s  or  dealer’s  trust  department  or  agent  in  the 
District’s  name. 


(Continued  on  next  page.) 
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(In  Thousands) 

1992 1991 


Category 

Carrying 

Market 

Carrying 

Market 

1 

2 

Amount 

Val  ue 

Amount 

Value 

Money  market 

$7,295 

$ 7,295 

$ 7,295 

$ 4,740 

$ 4,740 

U.S.  Treasury  bills 

$ 29,462 

29,462 

29,354 

U.S.  Treasury  notes 

88,824 

88,824 

89,385 

61,533 

61,673 

Federal  agency  obligations 

203,098 

203,098 

206,748 

178,813 

179,055 

Repurchase  agreements 

36,424 

36,424 

36,424 

29,047 

29,047 

Total 

$357,808 

$7,295 

365,103 

369,206 

274,133 

274,515 

Cash  on  hand 

1,127 

1,127 

(4,634) 

1,779 

(4,289) 

1,779 

(4,289) 

Time  and  demand  deposits 
Investment  in  California  local 

(4,634) 

agency  investment  fund 
Mutual  funds  - deferred 

15,000 

15,000 

compensation  plan  investments 

81,472 

81,472 

66,986 

66,986 

Total 

$458,068 

$462,171 

$338,609 

$338,991 

Reported  as: 

$ 56,040 

$ 17,388 

^sh  and  cash  equivalents 

Short-term  investments 
Payroll  and  other  liabilities 

224,817 

221,632 

(representing  cash  overdraft) 

(8,123) 

(7,737) 

Deposits  held  by  trustee 

7,295 

19,626 

Long-term  investments 
Deferred  compensation 

76,624 

plan  investments 
Investments  restricted  for 

81,472 

66,986 

Board  designated  purposes 

19,943 

20,714 

Total 

$458,068 

$338,609 

Investments  restricted  for  Board  of  Directors’  designated  purposes  are  summarized  as 
follows  (in  thousands): 


1992 

1991 

Basic  system  completion 

$ 3,052 

$ 3,815 

System  improvement 

3,491 

3,499 

Self-insurance 

9,000 

9,000 

Operating 

4.400 

4,400 

Total 

$19,943 

$20,714 
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4.  FACILITIES,  PROPERTY  AND  EQUIPMENT 

Facilities,  property  and  equipment,  asset  lives,  and  accumulated  depreciation  and 
amortization  at  June  30, 1992  and  1991  are  summarized  as  follows  (in  thousands): 

1992 1991 


Li  ves 

Accumul ated 
Depreci ati on 
and 

Accumul ated 
Depreci ati on 
and 

Land 

(Years) 

Cost 

$ 215,272 

Amort i zati on 

Cost 

$ 208,995 

Amort i zati on 

Improvements 
System-wide  operation 

80 

1,255,837 

$254,146 

1,222,314 

$238,362 

and  control 

20 

217,473 

111,706 

201,156 

101,362 

Revenue  transit  vehicles 
Service  and  miscellaneous 

30 

434,179 

131,522 

419,239 

115,786 

equipment 

Capitalized  construction 

3-20 

30,611 

18,642 

29,375 

17,124 

and  start-up  costs 

30 

97,814 

60,412 

97,722 

57,055 

Repairable  property  items 
Construction-in-progress 

30 

13,979 

195.705 

4,158 

14,010 

146.036 

3,728 

Total 

$2,460,870 

$580.586 

$2,338,847 

$533,417 

The  District  has  entered  into  contracts  for  the  construction  of  various  facilities  and 
equipment  totaling  approximately  $573  million  at  June  30,  1992. 

The  District  has  begun  Phase  1 of  an  extension  project  that  will  add  33  miles  of  track  and 
8 new  stations  to  the  system  at  a total  cost  of  approximately  $2.5  billion.  The  District 
anticipates  completing  Phase  1 by  the  year  2002.  The  District  anticipates  funding  for 
Phase  1 will  come  from  the  federal  government  ($741  million).  State  of  California 
($523  million),  San  Mateo  County  ($428  million),  Alameda  and  Contra  Costa  Counties 
($442  million),  bridge  tolls  ($134  million)  and  the  District  ($107  million),  with  the 
remaining  source  of  funding  to  be  identified. 


5.  LONG-TERM  DEBT 


Long-term  debt  at  June  30,  1992  and  1991  is  summarized  as  follows  (in  thousands): 


1992 

1991 

1962  General  Obligation  Bonds 

$280,425 

$315,400 

1966  Special  Service  District  Bonds 

3,790 

4,330 

1990  Sales  Tax  Revenue  Refunding  Bonds 

160,727 

159,509 

1991  Sales  Tax  Revenue  Bonds 

56.010 

Total  long-term  debt 

500,952 

479,239 

Less: 

Unamortized  bond  discount  and  issuance  costs 

(5,844) 

(4,224' 

Current  portion 

(37.685) 

(35,515' 

Net  long-term  portion 

$457,423 

$439,500 

1962  General  Obligation  Bonds  - In  1962,  voters  of  the  member  counties  of  the  District 
authorized  a bonded  indebtedness  totaling  $792  million  of  General  Obligation  Bonds. 


^ BART 


Payment  of  both  principal  and  interest  i^rovided  by  the  levy  of  District-wide  property 
taxes.  Bond  interest  rates  range  from  1.5%  to  6.0%. 

1966  Special  Service  District  Bonds  - In  1966,  City  of  Berkeley  voters  formed  Special 
Service  District  No.  1 and  authorized  the  issuance  of  $20.5  million  of  General  Obligation 
Bonds,  of  which  $12  million  were  issued,  for  construction  of  subway  extensions  within  that 
city.  Payment  of  both  principal  and  interest  is  provided  by  taxes  levied  upon  property 
within  Special  Service  District  No.  1.  Bond  interest  rates  range  from  4.0%  to  5.5%. 

1990  Sales  Tax  Revenue  Refunding  Bonds  Tthe  1990  Bondsl  - In  July  1990,  the  District 
issued  sales  tax  refunding  bonds  totaling  $158,478,000.  Tbe  1990  Bonds  are  special 
obligations  of  the  District  payable  from,  and  secured  by,  a pledge  of  the  sales  tax 
revenues.  At  June  30,  1992,  the  1990  Bonds  consist  of  $141,650,000  of  current  interest 
bonds  due  from  1993  to  2012  with  interest  rates  ranging  from  5.9%  to  6.75%  and 
$19,077,000  of  capital  appreciation  serial  bonds  ($16,828,000  original  amount)  with  yields 
of  6.65%  to  6.75%  due  from  2002  to  2005.  Interest  on  the  capital  appreciation  bonds  is 
payable  at  maturity.  For  financial  reporting  purposes,  accrued  interest  is  added  to  the 
principal  balance.  The  current  interest  bonds  maturing  on  July  1,  2009  ($56,215,000)  are 
redeemable  after  July  1,  2000  at  the  option  of  the  District  at  prices  ranging  from  102% 
to  100%.  The  1990  Bonds  were  issued  to  advance  refund  1985  Sales  Tax  Revenue  Bonds 
outstanding.  The  advance  refunding  resulted  in  the  recognition  of  an  accounting  loss  of 
$17,176,000  for  the  year  ended  June  30,  1991.  However,  the  advance  refunding  reduced 
the  District’s  aggregate  debt  service  requirements  by  $9,454,000  over  the  next  21  years 
and  resulted  in  an  economic  gain  (difference  between  the  present  values  of  the  old  and 
new  debt  service  payments)  of  approximately  $8,400,000. 

1991  Sales  Tax  Revenue  Bonds  fthe  1991  Bonds’)  - The  1991  Bonds  were  issued  in  August 
1991  in  the  amount  pf  $56,010,000  and  are  special  obligations  of  the  District,  payable 
from  and  secured  by  a pledge  of  sales  tax  revenues.  At  June  30,  1992,  the  1991  Bonds 
consist  of  $16,135,000  serial  bonds  due  from  1994  to  2002  with  interest  rates  ranging  from 
5.15%  to  6.30%  and  $39,875,000  of  term  bonds  due  from  2005  to  2012  with  interest  rates 
ranging  from  6.40%  to  6.60%.  The  District  is  required  to  make  sinking  fund  payments  on 
the  term  bonds  beginning  on  July  1,  2003.  Additionally,  the  1991  Bonds  maturing  after 
June  30,  2001  are  redeemable,  at  the  option  of  the  District  at  prices  ranging  from  102%  to 
100%. 

In  prior  years,  the  District  defeased  sales  tax  revenue  bonds  by  placing  the  proceeds  of 
new  Sales  Tax  Revenue  Refunding  Bonds  in  an  irrevocable  trust  to  provide  for  all  future 
debt  service  payments  on  the  old  bonds.  Accordingly,  the  trust  account  assets  and  the 
liability  for  the  defeased  bonds  are  not  included  in  the  District’s  financial  statements.  At 
June  30,  1992,  approximately  $200  million  of  sales  tax  revenue  bonds  outstanding  are 
considered  defeased. 

Bond  discount  and  issuance  costs  are  amortized  over  the  life  of  the  related  debt. 
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The  following  is  a schedule  of  long-term  debt  principal  repayments  required  as  of 
June  30,  1992  (in  thousands): 


1966 

Special 

1990  Sales 

1962 

Service 

Tax  Revenue 

1991  Sales 

G.O. 

District 

Refunding 

Tax  Revenue 

Bonds 

Bonds 

Bonds 

Bonds 

Total 

Year  ending  June  30: 

1993 

$ 36,275 

$ 570 

$ 840 

$ 37,685 

1994 

37,525 

590 

5,400 

43,515 

1995 

39,050 

620 

5,785 

$ 1,205 

46,660 

1996 

40,625 

640 

6,205 

1,325 

48,795 

1997 

42,150 

670 

6,655 

1,465 

50,940 

Thereafter 

84.800 

700 

135.842 

52.015 

273.357 

Total 

$280,425 

$3.790 

$160,727 

$56,010 

$500,952 

6.  FEDERAL  GRANTS 

The  U.S.  Department  of  Transportation  provides  financial  assistance  to  the  District  for 
capital  projects  and  planning  and  training.  Grants  which  were  active  during  the  year 
ended  June  30,  1992  are  summarized  as  follows  (in  thousands): 


Total  approved  project  costs  $515.885 

Total  approved  federal  funds  $399,041 

Less  cumulative  amounts  received  282.266 

Remaining  amount  available  under  federal  grants  $116.775 


7.  LOCAL  AND  STATE  FINANCIAL  ASSISTANCE 

The  District  receives  local  operating  and  capital  assistance  from  Transportation 
Development  Act  Funds  (TDA).  For  the  year  ended  June  30,  1992,  TDA  assistance  was 
$487,000  (1991,  $430,000),  all  of  which  was  used  for  operating  assistance.  These  funds  are 
received  from  the  counties  of  Alameda  and  Contra  Costa  to  meet,  in  part,  the  District’s 
operating  requirements  based  on  annual  claims  filed  by  the  District  and  approved  by  the 


The  District  receives  state  operating  and  capital  assistance  from  State  Transit  Assistance 
Funds  (STA).  For  the  year  ended  June  30,  1992,  STA  assistance  was  $1,838,000  (1991, 
$528,000),  of  which  $157,000  (1991,  $528,000)  was  used  for  capital  purposes,  $1,600,000 
(1991,  none)  was  used  for  operating  assistance  and  $81,000  (1991,  none)  was  used  for 
flow-through  projects.  These  funds  are  allocated  by  MTC  based  on  the  ratio  of  the 
District’s  transit  operation  revenue  and  local  support  to  the  revenue  and  local  support  of 
all  state  transit  agencies. 
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8.  EMPLOYEES  RETIREMENT  PLAN 


Plan  Description  - All  permanent  employees  are  eligible  to  participate  in  the  Public 
Employees’  Retirement  Fund  (Fund)  of  the  State  of  California’s  Public  Employees’ 
Retirement  System.  The  Fund  is  an  agent  multiple-employer  defined  benefit  retirement 
plan  that  acts  as  a common  investment  and  administrative  agent  for  various  local  and 
state  governmental  agencies  within  the  State  of  California.  The  Fund  provides 
retirement,  disability,  and  death  benefits  based  on  the  employee’s  years  of  service,  age 
and  compensation.  Employees  vest  after  five  years  of  service  and  may  receive  retirement 
benefits  at  age  50.  These  benefit  provisions  and  all  other  requirements  are  established  by 
state  statute  and  District  ordinance. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for  covered  employees 
for  the  years  ended  June  30, 1992  and  1991  due  to  a surplus  of  the  District’s  portion  of  the 
Fund’s  net  assets  over  the  District’s  pension  benefit  obligation  caused  by  a change  in  1988 
in  the  actuarial  valuation  method  and  an  actual  rate  of  return  on  investment  assets  that 
exceeded  the  assumed  rate.  The  District’s  covered  payroll  for  employees  participating  in 
the  Fund  for  the  years  ended  June  30,  1992  and  1991  was  $114,057,000  and  $105,614,000, 
respectively.  The  District’s  1992  and  1991  payroll  for  all  employees  was  $123,518,000  and 
$117,564,000,  respectively.  The  District,  due  to  a Collective  Bargaining  Agreement,  also 
has  a legal  obligation  to  contribute  an  additional  9%  for  public  safety  personnel  and  7% 
for  miscellaneous  covered  employees.  Employees  have  no  obligation  to  contribute  to  the 
Fund. 

Funding  Status  and  Progress  - The  "pension  benefit  obligation"  is  determined  for  each 
participating  employer  by  the  Fund’s  actuary  and  is  a standardized  disclosure  measure 
that  results  from  applying  actuarial  assumptions  to  estimate  the  present  value  of  pension 
benefits,  adjusted  for  the  effects  of  projected  salary  increases  and  step  rate  benefits,  to  be 
payable  in  the  future  as  a result  of  employee  service  to  date.  The  measure  is  intended  to 
help  users  assess  the  funding  status  of  the  District’s  portion  of  the  Fund  to  which 
contributions  are  made  on  a going-concern  basis,  assess  progress  made  in  accumulating 
sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons  among  employers.  The 
measure  is  the  actuarial  present  value  of  credited  projected  benefits  and  is  independent 
of  the  funding  method  used. 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial  valuation  performed 
as  of  June  30,  1991,  the  latest  available  for  the  Fund.  The  significant  actuarial 
assumptions  used  in  the  1991  valuation  to  compute  the  pension  benefit  obligation  were  an 
assumed  rate  of  return  on  investment  assets  of  8.75%,  annual  payroll  increases  of  4.5% 
attributable  to  inflation,  .75%  attributable  to  real  salary  increases,  and  2.0%  attributable 
to  merit  for  safety  employees  and  1.75%  attributable  to  merit  for  other  employees,  and  no 
postretirement  benefit  increases. 
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The  funding  status  applicable  to  the  District’s  employee  group  at  June  30,  1991  (the  latest 
available  for  the  Fund)  follows  (in  thousands): 


Net  assets  available  for  benefits,  at  cost 

(total  market  value,  $338,235)  $304.991 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently 
receiving  benefits  and  terminated 

employees  not  yet  receiving  benefits  95 , 250 

Current  employees: 

Accumulated  employee  contributions 

and  allocated  investment  earnings  104,914 

Employer-financed,  vested  41 , 382 

Employer-financed,  nonvested  2.586 

Total  pension  benefit  obligation  244.132 


Net  assets  in  excess  of  pension  benefit 

obligation  $ 60.859 


The  pension  benefit  obligation  decreased  by  $8,502,000  during  1991  due  to  changes  in 
noneconomic  actuarial  assumptions. 

Actuariallv  Determined  Contributions  Required  and  Contributions  Made  - The  funding 
policy  of  the  Fund  provides  for  actuarially  determined  periodic  contributions  by  the 
District  at  rates  such  that  sufficient  assets  will  be  available  to  pay  benefits  when  due.  The 
District  was  not  required  to  make  a contribution  to  the  Fund  for  the  years  ended  June  30, 
1992  and  1991  in  accordance  with  the  actuarially  determined  requirements  computed  as 
of  June  30,  1991  and  1990,  respectively.  The  District’s  surplus  asset  position  is  being 
offset  against  the  current  year’s  normal  cost  contribution.  The  actuarially  determined 
normal  cost  contribution  rate  before  reduction  for  the  surplus  asset  amortization  was 
16.244%  (1991,  16.256%)  for  safety  employees  and  8.237%  (1991,  7.980%)  for 
miscellaneous  employees. 

The  District’s  normal  cost  contribution  rate  is  determined  using  the  entry-age  normal 
actuarial  cost  method,  a projected  benefit  cost  method.  It  takes  into  account  those 
benefits  that  are  expected  to  be  earned  in  the  future  as  well  as  those  already  accrued. 
The  Fund  also  uses  the  level  percentage  of  payroll  method  to  amortize  the  unfunded 
actuarial  liability  through  the  year  2000. 

Significant  actuarial  assumptions  used  in  the  June  30,  1991  valuation  to  compute  the 
actuarially  determined  contribution  requirement  are  the  same  as  those  used  to  compute 
the  pension  benefit  obligation  as  described  above. 

Historical  Trend  Information  - Trend  information  gives  an  indication  of  the  progress 
made  in  accumulating  sufficient  assets  to  pay  benefits  when  due.  Ten-year  trend 
information  is  not  yet  available. 
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For  the  District’s  portion  of  the  Fund,  trend  information  for  the  five  years  ended 
June  30, 1991,  follows  (dollars  in  thousands): 


1991 

1990 

1989 

1988 

1987 

Net  assets  available  for  benefits,  at  cost 

$304,991 

$277,041 

$245,582 

$214,290 

$189,801 

Pension  benefit  obligation 

Net  assets  available  for  benefits  as  a 

$244,132 

$225,168 

$193,565 

$171,353 

$151,795 

percentage  of  pension  benefit  obligation 

125% 

123% 

127% 

125% 

125% 

Assets  in  excess  of  pension  benefit  obligation 

$ 60,859 
$105,614 

$51,873 

$52,017 

$ 42,937 

$ 38,006 

Annual  covered  payroll 

Assets  in  excess  of  pension  benefit  obligation 

$95,372 

$85,746 

$ 83,178 

$ 79,940 

as  a percentage  of  annual  covered  payroll 
Contributions  made  in  accordance  with 

57.6% 

54.4% 

60.7% 

51.6% 

47.5% 

actuarially  determined  requirements  as 
a percentage  of  annual  covered  payroll 

0% 

0% 

0% 

0% 

0% 

Trend  information  for  1992  is  not  yet  available. 


9.  DEFERRED  COMPENSATION  PLAN 

The  District  offers  its  employees  a deferred  compensation  plan  created  in  accordance 
with  Internal  Revenue  Code  Section  457.  The  deferred  compensation  plan,  available  to 
all  officers  and  employees,  permits  them  to  defer  a portion  of  their  salaiy  until  future 
years.  The  deferred  compensation  is  not  available  to  employees  until  retirement, 
termination,  or  certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation  deferred  under  the 
deferred  compensation  plan  and  all  income  attributable  to  those  amounts  remain  the 
property  of  the  District  (until  paid  or  made  available  to  the  participants),  subject  only  to 
the  claims  of  the  District’s  general  creditors.  Participants’  rights  under  the  deferred 
compensation  plan  are  equal  to  those  of  general  creditors  of  the  District  in  an  amount 
equal  to  the  fair  market  value  of  the  deferred  account  for  each  participant.  The  plan 
administrator  has  invested  the  deferred  amounts  in  numerous  participant-directed, 
uninsured  investments. 

District  Management  believes  that  the  District  has  no  liability  under  the  terms  of  the  plan 
for  any  amounts  other  than  the  participants’  account  balances. 


10.  MONEY  PURCHASE  PENSION  PLAN 

All  District  employees,  except  sworn  police  officers,  participate  in  the  Money  Purchase 
Pension  Plan,  which  is  a supplemental  retirement  program.  In  January  1981,  the  District’s 
employees  elected  to  withdraw  from  the  Federal  Social  Security  System  (FICA)  and 
established  the  Money  Purchase  Pension  Plan.  The  District  contributes  an  amount  equal 
to  6.65%  of  covered  employee’s  annual  compensation  (up  to  $29,700  after  deducting  the 
first  $133  paid  during  each  month)  up  to  a maximum  aimual  contribution  of  $1,868. 


BART 


Additionally,  the  District  contributes  to  each  employee’s  account  approximately  1.63%  of 
covered  payroll  for  the  savings  realized  when  the  District  de-pooled  its  Public  Employees 
Retirement  Fund  (Fund)  account.  However,  effective  July  1,  1991,  the  District 
discontinued  its  1.63%  contribution  on  behalf  of  members  of  United  Public  Employees 
Union  and  Amalgamated  Transit  Union  employees  in  accordance  with  union  contractual 
agreements.  This  amount  was  formerly  paid  to  the  employee’s  Fund  account.  Each 
employee’s  account  is  available  for  distribution  upon  such  employee’s  termination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan  for  the  years  ended 
June  30,  1992  and  1991  was  $5,394,000  and  $6,025,000,  respectively.  Money  Purchase 
Pension  Plan  assets  at  June  30,  1992  and  1991  (excluded  from  the  accompanying  financial 
statements)  were  $103,841,000  and  $89,484,000,  respectively. 


11.  LITIGATION  AND  DISPUTES  WITH  CONTRACTORS 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes,  which  for  the  most  part 
are  normal  to  the  District’s  operations.  In  the  opinion  of  District  Management,  the  costs 
that  might  be  incurred,  if  any,  would  not  materially  affect  the  District’s  financial  position 
or  operations. 
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OPERATING  FUNDS  1991-92 
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TOTAL  $226,308  100%  (in  thousands) 

SOURCE  OF  FUNOS  (in  thousands) 

O Transactions  & 

Use  Sales  Tax  $92,256  40.77% 

O Fares  $99,530  43.98% 

O Property  Tax  $11,146  4.92% 


30  40  50 


0 Other  $23,376  10.33% 
•Investment  Income  and 
Other  Operating  Revenues 
$9,741  4.30% 

•Construction  Funds 
$11,548  5.10% 

•State  Financial  Assistance 
$1,600  0.71% 

•Regional  Financial  Assistance 
$487  0.22% 


0 10  20 

TOTAL  $226,308  100%  (in  thousands) 

HOW  FUNOS  WERE  APPLIED 

(in  thousands) 

o Maintenance  $87,786  38.79% 

Q Transportation  $68,580  30.30% 

^ General 

Administration  $48,371  21.37% 


30  40  50 

® Police  Services 

$12,641  5.59% 

^ Other 

$8,930  3.95% 

•Capital  Designation 
$1,024  0.45% 

•Construction  & Engineering 
$7,906  3.50% 


CAPITAL  FUNDS  1991-92 
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rOTAL  $130,028  100%  (in  thousands)  # State 
JOURCE  OF  FUNDS  (in  thousands) 

^ District  ^ Local 

$66,924  51.47%  $12,516 

9 Federal 

$18,045  13.88% 
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TDTAL  $130,028  100%  (in  thousands) 
EXPENDITURES  (in  thousands) 

% Construction  $110,922  85.30% 
•Line 

$108,586  83.51% 

•Systemwide 
$1,124  0.86% 

•Support  Facilities 
$1,212  0.93% 

^ Inventory  Build  Up  $5,051  3.88% 

^ Studies  & Other  $1,744  1.34% 


^ Equipment  $12,311  9.48% 

•Train  Control 
$5,038  3.87% 

•Communications 
$1,438  1.11% 

•Transit  Vehicles 
$931  0.72% 

•Automatic  Fare  Collection 
$1,166  0.90% 

•Management  Info.  Systems 
$2,011  1.55% 

•Support  Vehicles 
$787  0.60% 

•ether  Equipment 
$940  0.73% 
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DAILY  ON-TIME  PERFORMANCE  [%] 
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Fiscal  Year  91 
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AVERAGE  WEEKDAY  TRIPS 


•This  lower  than  average  on-time  performance  was  the  result  of  delays  caused  by  the  impact  of  the  Oakland  hills  fire  storm,  the  manual  turn-back  operation  at 
Daly  City  due  to  construction  and  an  inordinate  number  of  system  failures,  resulting  in  this  substantially  lower  percentage  of  on-time  performance.  Most  of  the 
problems  were  resolved  by  the  next  month.  However,  this  poor  on-time  performance  is  another  example  of  the  need  for  rehabilitating  our  ageing  system. 
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Performance  Highlights 


D 

I ’l  ART  patronage  for  fiscal  year  1 992 
totaled  72,987,888,  an  increase  ot 

I , 086,982  over  fiscal  year  1 991  and  the  highest 
annual  patronage  figure  in  the  District’s  history. 
While  the  percentage  rate  of  increase  in  rider- 
ship  in  fiscal  year  1 992  was  lower  than  in  fiscal 
year  1991,  the  total  ridership,  as  noted  previ- 
ously, was  the  largest  for  any  of  the  previous 
years  of  operation. 

Weekday  passenger  trips  averaged  249,548 
for  FY1 992,  compared  with  247,456for  FY1 991 . 
Annual  passenger  miles  for  FY1992  amounted 
to  91 1 ,843,425,  an  increase  of  1 4,056,91 8 over 
the  previous  year. 

BART  funded,  in  fiscal  year  1992,  46.6 
percent  of  its  $21 3,736,000  FY1992  net  operat- 
ing expenses  (excluding  depreciation)  from  net 
passenger  revenues. 

BART’S  recovery  of  operating  costs  from 
the  tarebox  ratio  for  FY1991  was  48.2  percent. 
While  there  was  a 1.5  per  cent  increase  in 
patronage  during  FY1992,  the  consumer  price 
index,  the  indicator  ot  what  goods  and  services 
costs,  was  up  by  about  twice  that  percentage  or 
3 percent,  which  is  reflected  in  the  lower  recov- 
ery of  operating  costs  from  the  tarebox  i n FY1 992 
of  46.6  percent. 

In  FY1 992,  net  passenger  revenues  reached 
$99,530,000,  an  increase  of  $33,000  over  the 
FY1991  figure  of  $99,497,000.  Total  operating 
revenues,  including  $9,741,000  in  interest  in- 
come, advertising  in  trains  and  stations,  and 
other  income,  were  $109,271,000,  an  increase 
of  $1 ,563,000  from  the  previous  fiscal  year. 

BART’S  operating  ratio,  which  relates  total 
operating  revenues  to  total  net  operating  expenses, 
was  51.1  percent  in  fiscal  year  1992,  compared 
with  52.1  percentforthe  previous  year.  The 
District’s  objective  is  to  fund  no  less  than  one-half 
of  its  net  rail  expenses  from  operating  revenues. 

For  FY1 992,  net  rail  passenger  revenue  per 
passenger  mile  was  10.8  cents,  compared  to 

I I . 0  cents  for  FY1 991 . Rail  operating  cost  per 
passenger  mile  for  FY1992  was  22.1  cents, 
compared  with  21 .6  cents  for  the  previous  year. 

Although  these  figures  are  very  close  to  the 
District’s  objectives,  they  do  reflect  the  inevi- 
table decline  attributable  to  inflation,  wherein 
costs  have  risen  faster  than  ridership  and  fares 
have  not  changed. 

In  addition  to  funds  derived  from  passen- 
gerfares,  interest  income,  and  advertising,  BART 
received  $105,492,000  in  revenue  trom  75  per- 


Rail  Ridership 

Annual  passenger  trips 
Average  weekday  trips 
Average  trip  length 
Annual  passenger  miles 
Daily  on-time  train  performance  (%) 
System  utilization  ratio  (passenger 
miles  to  available  seat  miles) 
End-of-period  ratios; 

Peak  patronage 
Off-peak  patronage 

BART’S  estimated  share  of  peak  period 
transbay  trips — cars,  trains  & buses 

Operations 

Annual  revenue  car  miles 
Unscheduled  train  removals — average 
per  revenue  day 
Transit  car  availability  to 
revenue  car  fleet. 

Passenger  accidents  reported  per 
million  passengers  trips 
Patron-related  crimes  reported  per 
million  passenger  trips 

Financial 

Net  passenger  revenues 
Other  operating  revenues 
Total  operating  revenues 
Net  operating  expenses 
(excluding  depreciation) 

Farebox  ratio  (net  passenger 
revenues  to  net  operating  expenses) 
Operating  ratio  (total  operating 
revenues  to  net  operating  expenses) 
Net  rail  passenger  revenue  per 
passenger  mile 

Rail  operating  cost  per  passenger  mile 
Net  average  rail  passenger  fare(b) 


cent  of  the  one-half-cent  transit  sales  tax  in  the 
three  BART  counties,  $2,087,000  in  local  and 
state  funds  and  $11,146,000  in  property  tax 
available  for  operations.  Of  the  $105,492,000 
derived  from  the  sales  tax,  $13,236,000  was 
allocated  to  debt  service  and  $92,256,000  was 
made  available  for  operations. 

A review  of  BART  fiscal  year  1992  fiscal 
status,  reflects  the  results  of  a 3 percent  intlation 


FY  1992 

FY  1991 

72,987,888 

71,900,906 

249,548 

247,456 

12.5  miles 

12.5  miles 

911,843,425 

897,786,507 

96.3% 

96.0% 

31.9% 

32.7% 

47.7% 

47.8% 

52.3% 

52.2% 

44.1  %(c) 

39,2%(c) 

40,874,394 

39,193,009 

1.5 

1.5 

83.0%(a) 

81.0%  (a) 

11.56 

12.13 

53.01 

43.73 

$ 99,530,000 

$ 99,497,000 

$ 9,741,000 

$ 8,211,000 

$109,271,000 

$107,708,000 

$213,736,000 

$206,573,000 

46.6% 

48.2% 

51.1% 

52.1% 

10.80 

11.00 

22.10 

21.60 

$1.35 

$1.37 

resulting  in  higher costsformaterialsand  equip- 
ment, to  increased  labor  costs  and  a depressed 
economy  resuiting  in  increasing  unemployment. 

BART  faces  severe  fiscal  pressures  over  the 
next  five  years.  Rehabilitation  of  the  system,  in- 
cluding cars,  all  of  the  communication  and  power 
generating  and  distribution  system,  will  place  a 
heavy  fiscal  demand  on  BART’s  assets  - both 
monetary  and  personnel. 
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NOTES 

General  note;  Data  represents  annual  averages  unless  otherwise  noted 

(a)  At  4 a.m.  each  day. 

(b)  Includes  BART/MUNI  Fast  Pass. 

(c)  Based  on  MTC  transbay  survey,  7-9  a.m.  4-6  p.m. 
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San  Francisco  Bay  Area 
Rapid  Transit  District  (BART) 

Headquarters  in  Oakland,  California 
800  Madison  Street,  P.O.  Box  12688 
Oakland,  CA  94604-2688  (510)464-6000 

Established  in  1957  by  the  California  State  Legislature. 

Authorized  to  plan,  finance,  construct,  and  operate 
rapid  transit  system. 

Governed  by  a Board  of  Directors  elected  for  four-year 
terms  by  voters  in  nine  election  districts  within  the 
counties  of  Alameda,  Contra  Costa  and  San  Francisco. 
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General  Manager’s  Message 


I rOViding  the  highest  possible  standard  of 
service  to  our  customers  every  day  continues  to 
be  our  primary  focus  for  all  of  us  at  BART.  That 
standard  is  our  rallying  banner  in  the  delivery  of 
safe,  reliable  and  high  quality  transportation  to 
more  than  250,000  people  every  \working  day.  By 
the  same  token  we  are  also  continuing  to  plan  and 
build  in  preparation  for  the  future.  And  we  are  also  exploring  new  tech- 
nologies to  further  enhance  service,  and  the  use  of  electric  cars  for  get- 
ting riders  to  and  from  BART  stations. 

During  the  first  quarter  of  our  1993  fiscal  year,  we  observed  a major 
milestone  for  the  district,  the  20th  Anniversary  of  the  start  of  BART  ser- 
vice to  the  people  of  the  Bay  Area.  The  system  first  opened  its  doors  on 
September  11, 1972,  a double-milestone  day.  It  marked  the  beginning  of 
BART  passenger  service  and  it  also  marked  the  culmination  of  more  than 
25  years  of  talking,  and  organizing,  planning,  conceptualizing,  aligning, 
designing— and  redesigning  to  meet  commu- 
nity preferences— building,  inspecting  and 
testing  this  brand-new  player  on  the  Bay  Area 
transportation  scene. 

For  all  of  us  at  BART,  it  was  particularly 
appropriate  to  commemorate  that  first  day  of 
passenger  service,  and  pay  tribute  to  the 
vision  and  the  commitment  that  led  to  BART’s 
becoming  a reality.  It  was  appropriate 
because  our  goals  today— as  we  find  our- 
selves up  to  our  elbows  in  the  process  of 
“reinventing"  BART— are  the  same  goals  held  by  the  original  BART 
dreamers  of  the  1940s,  the  1950s  and  the  1960s.  By  remembering  the 
past,  we  rededicated  ourselves  to  BART’s  goals  for  1990s  and  into  the 
21st  century. 


When  they’re  all  up  and  running,  we  expect  to  serve  more  than  100,000 
additional  passengers  a day. 

Construction  is  well  underway  on  the  Pittsburg/Antioch  (PAX), 
Dublin/Pleasanton  (DPX)  and  Colma  extensions.  And,  I’m  delighted  to 
report,  that  construction  is  not  only  on  schedule,  it’s  on,  or  in  some 
cases,  under  budget.  We’re  benefiting  from  a sharply  competitive  climate! 

By  the  end  of  the  fiscal  year,  we  had  awarded  $966  million  in 
construction  contracts,  including  our  new  C2  passenger  vehicles,  which 
will  be  built  in  the  Bay  Area.  According  to  a transportation  industry  for- 
mula, those  dollars  translate  into  approximately  45,000  jobs  generated 
directly  and  indirectly  over  the  life  of  the  contracts,  pumping  new  blood 
into  our  regional  economy. 

Like  everyone  else  this  year,  we  found  ourselves  eyeball-to-eyeball 
with  the  cold,  stone  face  of  “fiscal  realities.”  That  no-blinking  “stare  off” 
meant  we  had  to  make  some  hard  choices.  The  naggingly  sluggish 
economy  again  curbed  our  sales  tax  revenue  and  inhibited  grovirth  in  rid- 
ership.  Despite  this  however,  ridership  during  the  year  reached  a record 
figure  of  74  million.  We  cut  spending  by  $6.9  million  from  the  previous 
year.  In  fact,  despite  a national  inflation  rate  of  almost  ten  percent  over 
the  past  three  years,  we’ve  held  the  line  on  increased  spending  to  two 
percent  over  the  same  period  while  provid- 
ing increased  service.  Another  achievement 
in  which  we  take  pride  was  our  on-time 
performance  which  averaged  96  percent, 
one  of  the  highest  in  the  industry. 


Grants 


Here’s  some 


Extensions 


Let’s  take  a look  at  those  goals,  including 


the  major  goal  of  completing  the  extensions  of  the  present  71.5-mile 
system.  Those  extensions  will  bring  BART  service  to  eastern  Alameda 
and  Contra  Costa  counties,  to  Colma  and  the  San  Francisco 
International  Airport  and  to  southern  Alameda  County.  They  will  add 
approximately  35  miles  to  the  system  at  a cost  of  about  $2.6  billion. 


unqualified  good  news:  we  have  enjoyed 
unparalleled  success  in  obtaining  capital 
assistance  grants  during  the  past  few 
years.  By  the  end  of  the  fiscal  year,  we  had 
been  awarded  a total  of  $685.7  million  for  a variety  of  projects. 

And  we  reach  agreement  with  the  Alameda  County  Transportation 
Authority  for  Measure  B funds  for  the  DPX  extension.  That  funding  was 
closely  followed  by  an  agreement  with  the  California  Department  of 
Transportation  (Caltrans)  for  both  the  DPX  and  the  PAX  projects.  State 
and  Local  Partnership  Funds  were  approved  by  Caltrans  for  DPX,  PAX 
and  the  Concord,  Hayward  and  Walnut  Creek  Transit  Centers. 

Two  other  grants  should  be  mentioned:  Transit  Capital 
Improvement  Funds  from  the  California  Transportation  Commission 
(CTC)  for  all  four  extensions,  the  three  I’ve  already  mentioned  plus 
Warm  Springs  (WSX).  Second,  from  the  Federal  Transit  Administration 


Funds  Approved  From  July  1! 

9g2-June1993 

Extensions  $ 

Rehablitation  $ 

Park  & Ride  $ 

New  Technology  $ 

Access  Parking  $ 

Airport  Connector  $ 

Telecommunication  $ 

Joint  Development  $ 

Grand  Total  $ 

442m 

240m 

1.97m 

750.000 

340.000 
333,330 
306,250 

200.000 
685.9  million 

.j{FTA)  for  preliminary  engineering 
work  on  the  extension  link-up  with 
[Jthe  San  Francisco  International 
Airport. 

I also  am  pleased  to  note  our 
success  in  obtaining  an  FTA  grant 
for  the  East  Dublin  Station  parking 
lot;  rehabilitation  of  our  original 
passenger  cars  Brentwood/Pittsburg 
Park  and  Ride;  Advanced  Automatic  Trains  Project;  and  the  supercon- 
ducting Magnetic  Energy  Storage  Project.  The  FTA  was  also  involved 
with  the  Federal  Flighway  Administration  in  a grant  to  BART  for  the 
TRANSTAR  demonstration,  an  automated  trip-planning  system. 

Finally,  we  have  been  negotiating  with  the  Metropolitan 
Transportation  Commission  (MTC)  in  pursuit  of  FTA  funds  for  the  pas- 
senger-car rehabilitation  program.  As  I've  noted,  we  already  have  in 
hand  the  initial  $8  million  of  those  funds.  With  expected  approval  from 
MTC,  we  will  receive  approximately  $34  million  each  year  from  1994 
: through  2000  for  this  key  project. 


Rehabilitation 


Speaking  of  the  passenger-car  rehabilita- 
tion, which  forms  the  cornerstone  of  fhe  overall  fen-year,  $1  billion 
facilities  rehabilitation  program,  I can  report  that  the  project  is  well 
along.  The  contractor  has  completely  taken  apart,  examined  and  rebuilt 
one  A-Car  and  one  B-Car  from  the  original  440  cars.  The  lessons  we 
learn  from  this  diagnostic  work  will  guide  us  in  rebuilding  the  entire 
fleet.  The  cars  have  since  been  returned  and  the  selection  process  for  a 
vendor  to  do  the  rehabilitation  is  underway. 

Our  station  rehabilitation  project  is  also  of  vital  importance.  We 
completed  the  refurbishing  of  the  16th  and  24th  Street  stations  in  San 
Francisco  during  the  fiscal  year,  which  followed  fhe  refurbishing  com- 
pleted the  previous  year  at  our  Concord,  Fruitvale,  MacArthur  and  North 
Berkeley  stations. 


“As  we  move  into  our  third 


decade  of  passenger 
service,  we’re  staying 


focussed  on  the  big  things, 


but  not  over- 


looking the 
small  things. 


We’re  applying 


determination, 
resourcefulness,  innovation, 
vigor,  sharply-define  plan- 
ning and  lean  budgeting  to 
getting  our  job  done  in  the 


best  possible  way.’’ 


Making  BART  User  Friendly 


One  of  our  on-going 
major  priorities  Is  to  make  it  more  convenient  for  our  customers  to  use 


An  architectural 
rendering  of  the  North 
Concord/Martinez  Bart 
Station  on  the  Concord 
Line.  Work  on  the 
extension  is  ahead 
of  schedule  and  coming 
under  budget. 


BART  facilities.  In  other  words,  we're  always  looking  for  ways  to 
make  the  system  as  user  friendly  as  possible. 

Let  me  cite  several  instances  of  how  we’re  making  things  easier, 
beginning  with  a relatively  minor  example.  We've  improved  the 
two-way  communications  at  the  agent's  booth  for  customers  by 
installing  amplifiers  at  all  stations  booths.  We  also  combined  our 


THANKS  FOR  20  - THE  BEST  IS  YET  TO  COME 
They  came  from  near  and  far  to  celebrate 
BART'S  20th  year  of  service  to  the  people  of  the 


BART.  This  demonstration 
program  will  be  evaluated 
for  its  potential  to  be 
expanded  to  other  Bay  Area 
Transit  Systems. 

I New  possibilities  jaking  a hard  look  at  how 
short  term  relief  might  be  offered  in  some  of  the  region’s  key  and  most 
congested  corridors,  such  as  1-80,  880  and  the  Altamont  Pass  along 
580,  we  proposed  FasTrak.  FasTrak  would  be  a commuter  rail  service 
using  existing  railroad  infrastructure  to  provide  over  200  miles  of  ser- 
vice in  the  near  term  while  BART  completed  its  extensions.  It  could  be 
done  for  about  $1  to  $2  million  per  mile,  a fraction  of  the  cost  to  build  a 
new  rail,  and  be  up  and  running  in  approximately  two  years. 


Bay  Area  at  a 
ceremony  held  In 
San  Francisco 
September  11th. 

BART  General 
Manager  Frank  J. 
Wilson  tells  the  crowd 
of  BART'S  successes 
and  a future  full  of 
great  promise. 


Weekday  and  Weekend  Train  Schedules  with  our  All  About  BART 
brochure  to  create  one  handy  comprehensive  brochure.  A small 
improvement,  but  an  important  one,  exemplifying  our  focus  on 
customer  needs  and  customer  convenience. 

[System  access]  customer  convenience  was  certainly  the 
propellant  behind  our  determination  to  help  alleviate  the  problem  of 
too-few  parking  spaces  at  our  Concord,  Hayward  and  Walnut  Creek  sta- 
tions. We  began  construction  of  parking  garages  during  the  year  at 
those  locations  and  by  the  end  of  the  year  we  were  approximately  one- 
fourth  finished  at  Concord,  one-fifth  at  Hayward  and  one-third  at  Walnut 
Creek.  When  we  finish,  those  garages  will  provide  2,025  parking  spaces 
and  bring  to  33,587  the  total  of  all  parking  spaces  throughout  the  sys- 
tem. It  will  cost  us  $21.6  million  to  build  the  structures,  including 
approximately  $6.75  in  State  funds. 

In  cooperation  with  the  Contra  Costa  Transit  Authority,  we 
launched  a pilot  program  to  try  out  an  on-board,  stored-valued  ticket 
system  that  allows  passengers  to  use  just  one  ticket  for  both  bus  and 


I High  marks  j 

Finally,  I want  to 
note  that  all  of  the 
employees  at  BART 
should  be  feeling  a lot 
of  pride  these  days. 
BART  received  very 
high  marks  on  its 
report  card  from  the 
Metropolitan 
T ransportation 
Commission’s  Triennial 
Audit,  which  looks  at 
all  bay  area  transit 
operators  on  a rotating 
basis.  Covering  the 
period  from  July  1, 
1989  through 
June  30,  1992,  the 
Audit  cited  top  performance  for  BART  in  such  areas  as  on-time  perfor- 
mance, increased  ridership,  improved  employee  productivity,  reduced 
operating  costs  due  to  operating  efficiencies  achieved,  and  well  struc- 
ture goals  and  objectives.  In  fact  BART  was  held  up  as  a model  for  the 
industry  in  its  process  for  setting  goals  and  objectives.  Clearly  we  could 
not  have  achieved  such  rating  without  the  110  percent  effort  that  BART’s 
workforce  has  come  to  be  known  for. 

As  we  move  into  our  third  decade  of  passenger  service,  we’re  stay- 
ing focussed  on  the  big  things,  but  not  overlooking  the  small  things. 
We’re  applying  determination,  resourcefulness,  innovation,  vigor, 
sharply-define  planning  and  lean  budgeting  to  getting  our  job  done  in 
the  best  possible  way.  As  we  extend  and  rehabilitate  the  system  and  its 
facilities  and  as  we  craft  innovative  solutions  to  the  problems  of  traffic 
congestion  and  energy  consumption,  we  are  following  the  lead  of  the 
visionaries  who  worked  to  transform  BART  from  a dream  into  reality. 
We  have  the  same  dream  today-only  better-and  we  are  doing  our  best  to 
make  that  dream  happen! 



Frank  J.  Wilson,  General  Manager 
Bay  Area  Rapid  Transit 
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(a  joint  venture) 
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certified  public  accountants 


REPORT  OF  INDEPENDENT  ACCOUNTANTS 


The  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  financial  statements  of  the  San  Francisco  Bay  Area  Rapid 
Transit  District  (the  District)  as  of  June  30,  1993  and  for  the  year  then  ended.  These  financial 
statements  are  the  responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audit.  The  financial  statements  of  the  District 
as  of  June  30,  1992  were  audited  by  other  auditors  whose  report,  dated  August  28,  1992, 
expressed  an  unqualified  opinion  on  those  statements. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  stan- 
dards require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  manage- 
ment, as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audit 
provides  a reasonable  basis  for  our  opinion. 

In  our  opinion,  the  1993  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June 
30,  1993,  and  the  results  of  its  operations  and  its  cash  flows  for  the  year  then  ended  in  conformi- 
ty with  generally  accepted  accounting  principles. 


SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 
BALANCE  SHEETS  June  30, 1993  and  1992  (in  thousands) 


SIN 

Sffl 


ASSETS 

1993 

1992 

Current  assets: 

Cash  and  cash  equivalents 

S 57,644 

$ 56,040 

Investments 

5,450 

6,007 

Total  cash,  cash  equivalents  and  investments 
(including  restricted  cash  and  investments 

ofS8,690  in  1993  and  $4,709  in  1992) 

63,094 

62,047 

Deposits  held  by  trustee  - restricted 

111,697 

7,295 

Capital  grants  and  contributions  receivable  - restricted 

71,857 

25,993 

Other  receivables 

14,129 

11,335 

Materials  and  supplies 

22,918 

22,841 

Total  current  assets 

283,695 

129,511 

Restricted  and  designated  assets: 

Investments  restricted  for  capital  purposes 

268,858 

295,434 

Deposits  held  by  trustee 

8,202 

- 

Investments  restricted  for  board  designated  purposes 

18,734 

19,943 

Deferred  compensation  plan  investments 

96,054 

81,472 

Facilities,  property  and  equipment,  net 

2,045,617 

1,880,284 

Total  assets 

$2,721,160 

$2,406,644 

LIABILITIES  AND  FUND  EQUITY 

Current  liabilities: 

Notes  payable 

$ 100,000 

Current  portion  of  long-term  debt 

43,515 

$ 37,685 

Payroll  and  other  liabilities 

49,022 

48,503 

Current  portion  of  self-insurance  liabilities 

6,721 

6,995 

Unearned  passenger  revenue 

2,098 

2,285 

Total  current  liabilities 

201,356 

95,468 

Contracts  payable  - restricted  assets 

26,942 

26,432 

Self-insurance  liabilities 

10,757 

8,163 

Deferred  compensation  plan  liabilities 

96,054 

81,472 

Long-term  debt,  net 

488,926 

457,423 

Total  liabilities 

824,035 

668,958 

Fund  equity: 

Contributed  capital 

1,061,681 

930,693 

Retained  earnings 

835,444 

806,993 

Total  fund  equity 

1,897,125 

1,737,686 

Total  liabilities  and  fund  equity 

$2,721,160 

$2,406,644 

o 


See  notes  to  financial  statements. 


i SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 

■ STATEMENTS  OF  REVENUES  AND  EXPENSES  for  the  years  ended  June  30, 1 993  and  1 992  (in  thousands) 


1993 

1992 

Operating  revenues: 

Fares 

$ 102,264 

$ 99,530 

Other  (ineluding  investment  income) 

9,784 

9,741 

Total  operating  revenues 

112,048 

109,271 

Operating  expenses: 

Transportation 

67,035 

68,580 

Maintenance 

86,248 

87,786 

Police  services 

13,629 

12,641 

Construction  and  engineering 

7,501 

7,906 

General  and  administrative 

53,871 

48,371 

Depreciation 

48,943 

48,613 

Total  operating  expenses 

277,227 

273,897 

Less  capitalized  costs 

(17,895) 

(11,548) 

Net  operating  expenses 

259,332 

262,349 

Operating  loss 

(147,284) 

(153,078) 

Other  revenues  (expenses): 

Transactions  and  use  tax 

107,890 

105,492 

Property  tax 

58,906 

56,557 

State  financial  assistance 

- 

1,600 

Local  financial  assistance 

500 

487 

Other  investment  income 

11,281 

11,600 

Interest  expense 

(28,394) 

(25,865) 

Other,  net 

(1,631) 

(281) 

Total  other  revenues 

148,552 

149,590 

Net  income  (loss) 

$ 1,268 

$ (3,488) 

SAN  FRANCISCD  BAY  AREA  RAPID  TRANSIT  DISTRICT 

STATEMENTS  DF  CHANGES  IN  FUND  EOUITY  for  the  years  ended  June  30, 1993  and  1992  (in  thousands) 

Contributed 

Retained 

Total  Fund 

Capital 

Earnings 

Equity 

Balances,  June  30,  1991 

$ 799,860 

$788,210 

$1,588,070 

Net  loss 

(3,488) 

(3,488) 

Other  additions  (deductions): 

Contributed  capital 

153,104 

- 

153,104 

Depreciation  of  assets  acquired 

with  contributed  capital 

(22,271) 

22,271 

- 

Balances,  June  30,  1992 

930,693 

806,993 

1,737,686 

Net  income 

1,268 

1,268 

Other  additions  (deductions): 

Contributed  capital 

158,171 

158,171 

Depreciation  of  assets  acquired 

with  contributed  capital 

(27,183) 

27,183 

- 

Balances,  June  30,  1993 

$1,061,681 

$835,444 

$1,897,125 

See  notes  to  tinancial  statements. 


SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 

STATEMENTS  OF  CASH  FLOWS  for  the  years  ended  June  30, 1993  and  1992  (in  thousands) 


1993 

1992 

Cash  flows  from  operating  activities: 

Operating  loss 

$(147,284) 

$(153,078) 

Less  investment  income  included  in  operating  revenue 

(6,073) 

(6,476) 

Operating  loss  excluding  investment  income 

(153,357) 

(159,554) 

Adjustments  to  reconcile  operating  loss  to  net  cash 

used  in  operating  activities: 

Depreciation 

48,943 

48,613 

Net  effect  of  changes  in: 

Defen-ed  compensation  plan  liabilities 

14,582 

14,486 

Receivables 

297 

(3,048) 

Materials  and  supplies 

(77) 

(5,051) 

Payroll  and  other  liabilities 

1,210 

1,272 

Self-insurance  liabilities 

2,320 

1,195 

Unearned  passenger  revenue 

(187) 

371 

Net  cash  used  in  operating  activities 

(86,269) 

(101,716) 

Cash  flows  from  noncapital  financing  activities: 

Transactions  and  use  tax  received 

89,581 

92,256 

Property  tax  received 

11,592 

11,146 

State  financial  assistance  received 

- 

1,600 

Local  financial  assistance  received 

- 

487 

Net  cash  provided  by  noncapital  financing  activities 

101,173 

105,489 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

18,309 

13,236 

Property  tax  received 

47,873 

45,293 

Interest  paid  on  debt 

(25,181) 

(22,867) 

Debt  service  fees  paid 

(49) 

(76) 

Capital  grants  received 

112,324 

150,310 

Principal  paid  on  long-term  debt 

(37,685) 

(35,515) 

Proceeds  from  issuance  of  sales  tax  revenue  notes 

74,500 

- 

Proceeds  from  issuance  of  commercial  paper 

100,000 

- 

Proceeds  from  issuance  of  sales  tax  revenue  bonds 

- 

56,010 

Debt  issuance  cost 

(2,346) 

(1,923) 

Expenditures  for  facilities,  property  and  equipment 

(218,210) 

(112,412) 

Proceeds  from  sale  of  real  estate 

649 

1.921 

Other  revenues  received 

71 

6 

Net  cash  provided  by  capital  and  related 

financing  activities 

70,255 

93,983 

Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 

346,733 

313,505 

Purchase  of  investments 

(448,187) 

(394,311) 

Interest  on  investments 

17,899 

21,702 

Net  cash  used  in  investing  activities 

(83,555) 

(59,104) 

Net  increase  in  cash  and  cash  equivalents 

1,604 

38,652 

Cash  and  cash  equivalents,  beginning  of  year 

56,040 

17,388 

Cash  and  cash  equivalents,  end  of  year 

$ 57.644 

$ 56.040 

O 


See  notes  to  financial  statements. 
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' SAN  FRANCISCO  BAY  AREA  RAPID  TRANSIT  DISTRICT 

‘ NOTES  TO  FINANCIAL  STATEMENTS 

' 1.  SIGNIFICANT  ACCOUNTING  POLICIES: 

! 

j Description  of  Reporting  Entity: 

! San  Francisco  Bay  Area  Rapid  Transit  District  (the  District)  is  a public  agency  created  by  the  legislature 

I of  the  State  of  California  in  1957  and  regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit  District  Act, 

j as  amended,  and  subject  to  transit  district  law  as  codified  in  the  California  Public  Utilities  Code.  The  dis- 

bursement of  funds  received  by  the  District  is  controlled  by  statutes  and  by  provisions  of  various  grant 
contracts  entered  into  with  federal,  state  and  local  agencies. 

For  financial  reporting  purposes,  the  District’s  financial  statements  include  all  financial  activities  over 
which  the  District  exercises  oversight  responsibility.  Oversight  responsibility  was  evaluated  based  on 
consideration  of  financial  interdependency,  selection  of  governing  authority,  designation  of  management, 
the  ability  to  significantly  influence  management  and  accountability  for  fiscal  matters.  Based  on  these 
criteria,  the  Transit  Financing  Authority  (the  Authority)  has  been  included  in  the  District’s  financial  state- 
i ments.  The  District  is  not  considered  a component  unit  of  any  other  government  entity. 

Basis  of  Accounting  and  Presentation: 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this  method,  revenues  are  recorded  when 
earned  and  expenses  are  recorded  when  the  related  liability  is  incurred. 

The  financial  statements  of  the  District  are  presented  as  an  enterprise  fund  and  are  accounted  for  in  sepa- 
rate funds,  principally  the  Operating  Fund,  Construction  Fund  and  Debt  Service  Fund.  Such  funds  are 
combined  for  financial  reporting  purposes  in  order  to  present  the  financial  position  and  results  of  opera- 
tions of  the  District  as  a whole. 

Cash  and  Cash  Equivalents: 

The  District  considers  all  highly  liquid  investments  with  a maturity  of  three  months  or  less  when  pur- 
chased to  be  cash  equivalents.  Deposits  held  by  trustee,  deferred  compensation  plan  investments,  and 
investments  restricted  for  Board  designated  purposes  are  treated  as  investments. 

Investments: 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  investments  of  the  deferred  compensation  plan 
which  are  stated  at  market  value.  As  a matter  of  policy,  the  District  holds  investments  until  their  maturity. 

Deposits  Held  by  Trustee: 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held  by  trustee  banks  in  accordance  with 
the  District’s  various  bond,  note  and  commercial  paper  indentures  and  for  general  debt  service  require- 
ments. Deposits  are  stated  at  cost. 

Restricted  and  Designated  Cash  and  Investments: 

Certain  cash  and  investments  are  classified  as  restricted  and  designated  assets  on  the  balance  sheets 
because  their  use  is  limited,  either  by  certain  bond  covenants  or  by  the  Board  of  Directors’  designations. 
The  use  of  these  funds  is  restricted  for  use  in  construction  or  for  debt  service  payments. 


O 


Continued 


SIGNIFICANT  ACCOUNTING  POLICIES,  continued: 


Materials  and  Supplies: 

Materials  and  supplies  consist  primarily  of  replacement  parts  for  the  system  and  rail  vehicles.  Materials 
and  supplies  are  stated  at  cost,  which  approximates  market,  using  the  average-cost  method.  Materials  and 
supplies  are  expensed  as  consumed. 

Facilities,  Property  and  Equipment: 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated  using  the  straight-line  method  over 
the  estimated  useful  lives  of  the  assets.  Depreciation  expense  on  assets  acquired  with  capital  grant  funds 
is  transferred  to  contributed  capital  after  being  charged  to  operations. 

Major  improvements  and  betterments  to  existing  facilities  and  equipment  are  capitalized.  Costs  for  main- 
tenance and  repairs  which  do  not  extend  the  useful  life  of  the  applicable  assets  are  charged  to  expense  as 
incurred.  Upon  disposition,  costs  and  accumulated  depreciation  are  removed  from  the  accounts  and  |l 
resulting  gains  or  losses  are  included  in  operations. 

The  District  capitalizes  certain  interest  revenue  and  expenditures  related  to  tax-free  borrowings.  The  net 
effect  of  such  interest  capitalization  was  to  decrease  expenditures  for  facilities,  property  and  equipment 
by  $533,000  and  $584,000  during  the  years  ended  June  30,  1993  and  1992,  respectively,  for  excess  inter- 
est revenue  over  interest  expense  from  applicable  borrowings. 

Unearned  Passenger  Revenue: 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  purchased  which  have  not  yet  been  used. 

Contributed  Capital: 


The  District  receives  grants  from  the  Federal  Transportation  Administration  (FTA)  and  other  agencies  of  I 
the  US.  Department  of  Transportation,  state,  and  local  transportation  funds  for  the  acquisition  of  transit  l 
related  equipment  and  improvements.  Capital  grants  are  recognized  as  donated  capital  to  the  extent  that  j 
costs  under  the  grant  have  been  incurred  and  recorded  as  assets.  Capital  grant  funds  earned,  less  amorti-  j 
zation  equal  to  accumulated  depreciation  of  the  related  assets,  are  included  in  contributed  capital.  j 


Transactions  and  Use  Tax  (Sales  Tax)  Revenue: 


State  of  California  legislation  authorizes  the  District  to  impose  a '/:%  transactions  and  use  tax  within 
District  boundaries  which  is  collected  and  administered  by  the  State  Board  of  Equalization.  Of  amounts  ; 
available  for  distribution,  75%  is  paid  directly  to  the  District’s  trustee  for  the  purpose  of  paying  bond  | 
interest,  principal  and  expenses.  Monies  not  required  for  these  purposes  are  transmitted  to  the  District. 
The  remaining  25%  is  allocated  by  the  Metropolitan  Transportation  Commission  (MTC)  to  the  District,  , 
the  City  and  County  of  San  Francisco,  and  the  Alameda-Contra  Costa  Transit  District  for  transit  services.  I 
The  District  records  the  total  transactions  and  use  taxes  earned  (including  amounts  paid  to  the  trustee)  as  | 
revenue.  i 


Property  Faxes,  Collection  and  Maximum  Rates:  ■ 

The  State  of  California  Constitution  Article  Xlll  A provides  that  the  general  purpose  maximum  property  i 
tax  rate  on  any  given  property  may  not  exceed  1 % of  its  assessed  value  unless  an  additional  amount  for  i 
general  obligation  debt  has  been  approved  by  voters.  Assessed  value  is  calculated  at  100%  of  market  j 
value  as  defined  by  Article  Xlll  A and  may  be  adjusted  by  no  more  than  2%  per  year  unless  the  property  j 
is  sold  or  transferred.  The  State  Legislature  has  determined  the  method  of  distribution  of  receipts  from  a 
1%  tax  levy  among  the  counties,  cities,  school  districts  and  other  districts,  such  as  the  District. 


O 


The  District  receives  property  tax  revenues  to  meet  the  debt  service  requirements  of  its  General 
Obligation  Bonds.  The  District  also  receives  an  allocation  of  property  tax  revenues  for  transit  operations. 
San  Francisco,  Alameda  and  Contra  Costa  Counties  assess  properties  and  bill  for,  collect,  and  distribute 
property  taxes.  Property  taxes  are  recorded  as  revenue  and  receivables,  net  of  estimated  uncollectibles,  in 
the  fiscal  year  of  levy. 

Financial  Assistance  Grants: 

Financial  assistance  grants  are  accrued  as  other  revenue  in  the  period  to  which  the  grant  applies. 

Reclassifications: 

Certain  reclassifications  have  been  made  to  the  1 992  totals  in  order  to  conform  them  to  the  current  year’s 
presentation.  These  reclassifications  had  no  impact  on  the  1992  net  loss,  as  previously  reported. 

CASH  AND  INVESTMENTS: 

The  District  maintains  a cash  and  investment  pool  that  includes  cash  and  investments  available  for  general  use 
and  restricted  for  Board  designated  purposes.  Cash  and  investments  of  the  District’s  deferred  compensation 
plan  (see  Note  10)  are  held  separately  by  the  plan’s  administrator. 

Deposits: 

At  June  30,  1993  (and  1992),  the  District’s  cash  on  hand  was  $1,010,000  (1992,  $1,127,000),  and  the  car- 
rying amount  of  the  District’s  time  and  demand  deposits  was  $(487,000)  (1992,  $(4,634,000))  with  the 
corresponding  bank  balance  of  $6,468,000  (1992,  $3,814,000).  Of  the  bank  balance,  $200,000  (1992, 
$200,000)  was  insured  by  federal  depository  insurance  or  collateralized  by  securities  held  by  the  District’s 
agent  in  the  District’s  name,  and  $6,268,000  (1992,  $3,614,000)  is  required  by  Section  53652  of  the 
California  Government  Code  to  be  collateralized  1 10%  by  the  pledging  financial  institutions.  Such  collat- 
eral is  not  required  to  be  in  the  District’s  name. 

Investments: 

State  of  California  statutes  and  District  policy  authorize  the  District  to  invest  in  obligations  of  the  U.S. 
Treasury,  its  agencies  and  instrumentalities,  bankers’  acceptances,  repurchase  and  reverse  repurchase 
agreements,  and  the  State  Treasurer’s  investment  pool.  The  District  did  not  enter  into  any  reverse  repur- 
chase agreements  during  1993  or  1992. 

The  District’s  investments  are  categorized  on  the  next  page  to  give  an  indication  of  the  credit  risk 
assumed  by  the  District  at  June  30,  1993.  Category  1 includes  investments  that  are  insured  or  registered 
or  for  which  the  securities  are  held  by  the  District  or  its  agent  in  the  District’s  name.  Category  2 includes 
uninsured  and  unregistered  investments  for  which  the  securities  are  held  by  the  broker’s  or  dealer’s  trust 
department  or  agent  in  the  District’s  name. 
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CASH  AND  INVESTMENTS,  continued: 


I n\  estments.  continued: 

1993 

(in  Thousands) 

1992 

Category 

1 

Category 

1 

Carrying 

Market 

Carrying 

Market 

1 

2 

Amount 

Value 

1 

2 

Amount 

Value 

Money  market 

$ 16,441 

$ 16,441 

$ 16,441 

$7,295 

$ 7,295 

$ 7,295 

U.S.  Treasury  bills  $ 34,585 

42,685 

77,270 

77,725 

$ 29,462 

- 

29,462 

29,354 

U.S.  Treasury  notes  97,900 

6,358 

104,258 

104,938 

88,824 

- 

88,824 

89,385 

Federal  agency 

obligations  160,557 

54,415 

214,972 

222,534 

203,098 

- 

203,098 

206,748 

Repurchase  agreements  36,607 

- 

36,607 

36,607 

36,424 

- 

36,424 

36,424 

Total  $329,649 

$119,899 

449,548 

458,245 

$357,808 

$7,295 

365,103 

369,206 

Cash  on  hand 

1,010 

1,010 

1,127 

1,127 

Time  and  demand  deposits 

(487) 

(487) 

(4,634) 

(4,634) 

Investment  in  California  local 

agency  investment  fund 

15,000 

15,000 

15,000 

15,000 

Mutual  funds  - deferred 

compensation  plan 

investments 

96,054 

96,054 

81,472 

81,472 

Total 

$561,125 

$569,822 

$458,068 

$462,171 

Reported  as: 

Cash  and  cash  equivalents 

$ 57,644 

$ 56,040 

Short-teiTn  investments 

5,450 

6,007 

Payroll  and  other  liabilities 

(representing  cash 

overdraft) 

(5,514) 

(8,123) 

Deposits  held  by  tmstee 

- current  and  long-tenu 

119,899 

7,295 

Investments  restricted  for 

capital  purposes 

268,858 

295,434 

Deferred  compensation 

plan  investments 

96,054 

81,472 

Investments  restricted  for 

Board  designated  purposes 

18,734 

19,943 

Total 

$561,125 

$458,068 

Investments  restricted  for  Board  of  Directors’  designated  purposes  are  summarized  as  follows  (in  thousands): 

1993  1992 


Basic  system  completion 

$ 2,630 

$ 3,052 

System  improvement 

2,694 

3.491 

Self-insurance 

9,000 

9.000 

Operating 

4.410 

4,400 

Total 

$18,734 

$19,943 

o 


is.  FACILITIES,  PROPERTY  AND  EQUIPMENT: 

Facilities,  property  and  equipment  at  June  30,  1993  and  1992  are  summarized  as  follows  (in  thousands): 


Lives 

(Years)  1993  1992 


Land 

$ 229,946 

$ 215,272 

Improvements 

80 

1,296,406 

1,255,837 

System-wide  operation  and  control 

20 

221,998 

217,473 

Revenue  transit  vehicles 

30 

437,550 

434,179 

Serviee  and  miscellaneous  equipment 

3-20 

33,112 

30,611 

Capitalized  construction  and 

start-up  costs 

30 

97,723 

97,814 

Repairable  property  items 

30 

14,160 

13,979 

2,330,895 

2,265,165 

Less  accumulated  depreciation  and 

amortization 

(627,155) 

(580,586) 

1,703,740 

1,684,579 

Construction-in-progress 

341,877 

195,705 

Total 

$2,045,617 

$1,880,284 

The  District  has  entered  into  contracts  for  the  construction  of  various  facilities  and  equipment  totaling 
approximately  $886,000,000  at  June  30,  1993. 

The  District  has  begun  Phase  1 of  an  extension  project  that  will  add  33  miles  of  track  and  8 new  stations  to 
the  system  at  a total  cost  of  approximately  $2,500,000,000.  The  District  anticipates  completing  Phase  1 by  the 
year  2002.  The  District  anticipates  funding  for  Phase  1 will  come  from  the  federal  government 
($741,000,000),  State  of  California  ($523,000,000),  San  Mateo  County  ($428,000,000),  Alameda  and  Contra 
Costa  Counties  ($442,000,000),  bridge  tolls  ($134,000,000)  and  the  District  ($107,000,000),  with  the  remain- 
ing source  of  funding  to  be  identified. 


4.  LIABILITY  FOR  INSURANCE  CLAIMS: 

The  District  is  fully  self-insured  for  workers’  compensation  claims  and  partially  self-insured  for  public  liabili- 
ty and  property  damage.  The  self-insured  maximum  for  public  liability  and  property  damage  claims  is 
$10,000,000  for  any  one  occurrence.  Claims  in  excess  of  self-insurance  retentions  are  covered  up  to  an  addi- 
tional $140,000,000  by  insurance  policies. 

The  self-insurance  programs  are  administered  by  independent  adjustment  bureaus.  The  liability  is  based,  in 
part,  upon  the  independent  adjustment  bureaus’  estimate  of  reserves  required  for  unsettled  claims  and  related 
administrative  costs,  and  includes  claims  that  are  incurred  but  not  reported.  Such  reserves  are  actuarially 
determined  and  subject  to  periodic  adjustment  as  conditions  warrant. 

The  estimated  liability  for  insurance  claims  at  June  30,  1993  is  believed  to  be  sufficient  to  cover  any  costs 
arising  out  of  claims  filed  or  to  be  filed  for  accidents  which  occurred  through  that  date. 


O 
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LONG-TERM  DEBT,  continued: 


1 


The  following  is  a schedule  of  long-term  debt  principal  payments  required  as  of  June  30,  1993  (in  thousands): 


1990 


1962 

General 

Obligations 

Bonds 

1966 

Special 

Service 

District 

Bonds 

Sales 

Tax 

Revenue 

Refunding 

Bonds 

1991 

Sales 

Tax 

Revenue 

Bonds 

1993 

Sales 

Tax 

Revenue 

Notes 

Total 

Year  ending  June  30: 

1994 

1995 

$ 37,525 
39,050 

$ 590 
620 

$ 5,400 
5,785 

$ 1,205 

$43,515 

46,660 

1996 

40,625 

640 

6,205 

1,325 

48,795 

1997 

42,150 

670 

6,655 

1,465 

50,940 

1998 

43,675 

700 

7,140 

1,610 

$36,415 

89,540 

Thereafter 

41,125 

- 

130,003 

50,405 

38,085 

259,618 

Total 

$244,150 

$3,220 

$161,188 

$56,010 

$74,500 

$539,068 

7.  FEDERAL  GRANTS: 

The  US.  Department  of  Transportation  provides  financial  assistance  to  the  District  for  capital  projects  and 
planning  and  technical  assistance.  Grants  which  were  active  during  the  year  ended  June  30,  1993  are  summa- 
rized as  follows  (in  thousands): 


Total  approved  project  costs  $ 575,534 

Total  approved  federal  funds  $ 445,304 

Less  cumulative  amounts  received  (310,440) 

Remaining  amount  available  under  federal  grants  $ 134,864 


8.  LOCAL  AND  STATE  FINANCIAL  ASSISTANCE: 

The  District  receives  local  operating  and  capital  assistance  from  Transportation  Development  Act  Funds 
(TDA).  For  the  year  ended  June  30,  1993,  TDA  assistance  was  $500,000  (1992,  $487,000),  all  of  which  was 
used  for  operating  assistance.  These  funds  are  received  from  the  counties  of  Alameda  and  Contra  Costa  to 
meet,  in  part,  the  District’s  operating  requirements  based  on  annual  claims  filed  by  the  District  and  approved 
by  the  MTC. 

The  District  receives  state  operating  and  capital  assistance  from  State  Transit  Assistance  Funds  (STA).  For  the 
year  ended  June  30,  1993,  STA  assistance  was  nil  (1992,  $1,838,000),  of  which  nil  (1992,  $157,000)  was 
used  for  capital  purposes,  nil  (1992,  $1,600,000)  was  used  for  operating  assistance,  and  nil  (1992,  $81,000) 
was  used  for  llow-through  projects.  These  funds  are  allocated  by  MTC  based  on  the  ratio  of  the  District’s 
transit  operation  revenue  and  local  support  to  the  revenue  and  local  support  of  all  state  transit  agencies. 


O 


EMPLOYEES’  RETIREMENT  PLAN: 


Plan  Description: 

All  permanent  employees  are  eligible  to  participate  in  the  Public  Employees’  Retirement  Fund  (Fund)  of 
the  State  of  California’s  Public  Employees’  Retirement  System.  The  Fund  is  an  agent  multiple-employer 
defined  benefit  retirement  plan  that  acts  as  a common  investment  and  administrative  agent  for  various 
local  and  state  governmental  agencies  within  the  State  of  California.  The  Fund  provides  retirement,  dis- 
ability, and  death  benefits  based  on  the  employee’s  years  of  service,  age  and  compensation.  Employees 
vest  after  five  years  of  service  and  may  receive  retirement  benefits  at  age  50.  These  benefit  provisions 
and  all  other  requirements  are  established  by  state  statute  and  District  ordinance. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for  covered  employees  for  the  years 
ended  June  30,  1993  and  1992  due  to  a surplus  of  the  District’s  portion  of  the  Fund’s  net  assets  over  the 
District’s  pension  benefit  obligation  caused  by  a change  in  1988  in  the  actuarial  valuation  method  and  an 
actual  rate  of  return  on  investment  assets  that  exceeded  the  assumed  rate.  The  District’s  covered  payroll 
for  employees  participating  in  the  Fund  for  the  years  ended  June  30,  1993  and  1992  was  $121,630,000 
and  $1 14,057,000,  respectively.  The  District’s  1993  and  1992  payroll  for  all  employees  was  $131,135,000 
and  $123,518,000,  respectively.  The  District,  due  to  a Collective  Bargaining  Agreement,  also  has  a legal 
obligation  to  contribute  an  additional  9%  for  public  safety  personnel  and  7%  for  miscellaneous  covered 
employees.  Employees  have  no  obligation  to  contribute  to  the  Fund. 

Funding  Status  and  Progress: 

The  “pension  benefit  obligation”  is  determined  for  each  participating  employer  by  the  Fund’s  actuary  and 
is  a standardized  disclosure  measure  that  results  from  applying  actuarial  assumptions  to  estimate  the  pre- 
sent value  of  pension  benefits,  adjusted  for  the  effects  of  projected  salary  increases  and  step  rate  benefits, 
to  be  payable  in  the  future  as  a result  of  employee  service  to  date.  The  measure  is  intended  to  help  users 
assess  the  funding  status  of  the  District’s  portion  of  the  Fund  to  which  contributions  are  made  on  a going- 
concern  basis,  assess  progress  made  in  accumulating  sufficient  assets  to  pay  benefits  when  due,  and  make 
comparisons  among  employers.  The  measure  is  the  actuarial  present  value  of  credited  projected  benefits 
and  is  independent  of  the  funding  method  used. 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial  valuation  performed  as  of  June  30, 
1992,  the  latest  available  for  the  Fund.  The  significant  actuarial  assumptions  used  in  the  1992  valuation  to 
compute  the  pension  benefit  obligation  were  an  assumed  rate  of  return  on  investment  assets  of  8.75%, 
annual  payroll  increases  of  4.5%  attributable  to  inflation,  .75%  attributable  to  real  salary  increases,  and 
2%  attributable  to  merit  for  safety  employees  and  1.75%  attributable  to  merit  for  other  employees,  and  no 
postretirement  benefit  increases. 

The  flmding  status  applicable  to  the  District’s  employee  group  at  June  30,  1992  (the  latest  available  for 


the  Fund)  is  summarized  as  follows  (in  thousands): 

Net  assets  available  for  benefits,  at  cost 

(total  market  value,  $384,038)  $340,459 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently  receiving  benefits 

and  terminated  employees  not  yet  receiving  benefits  1 07,0 1 9 

Current  employees: 

Accumulated  employee  contributions  and  allocated  investment  earnings  1 14,648 

Employer-financed,  vested  50,192 

Employer-financed,  nonvested  3,671 

Total  pension  benefit  obligation  275,530 

Net  assets  in  excess  of  pension  benefit  obligation  $ 64,929 
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EMPLOYEES'  RETIREMENT  PLAN,  continued: 


Actuarially  Determined  Contributions  Required  and  Contributions  Made: 

The  funding  policy  of  the  Fund  provides  for  actuarially  determined  periodic  contributions  by  the  District 
at  rates  such  that  sufficient  assets  will  be  available  to  pay  benefits  when  due.  The  District  was  not 
required  to  make  a contribution  to  the  Fund  for  the  years  ended  June  30,  1993  and  1992  in  accordance 
with  the  actuarially  determined  requirements  computed  as  of  June  30,  1992  and  1991,  respectively.  The 
District’s  surplus  asset  position  is  being  offset  against  the  current  year’s  normal  cost  contribution.  The 
actuarially  determined  normal  cost  contribution  rate  before  reduction  for  the  surplus  asset  amortization 
was  16.244%  (1992,  16.244%)  for  safety  employees  and  8.237%  (1992,  8.237%)  for  miscellaneous 
employees. 

The  District’s  normal  cost  contribution  rate  is  determined  using  the  entry-age  normal  actuarial  cost 
method,  a projected  benefit  cost  method.  It  takes  into  account  those  benefits  that  are  expected  to  be 
earned  in  the  future  as  well  as  those  already  accrued.  The  Fund  also  uses  the  level  percentage  of  payroll 
method  to  amortize  the  unfunded  actuarial  liability  through  the  year  2000. 

Significant  actuarial  assumptions  used  in  the  June  30,  1992  valuation  to  compute  the  actuarially  deter- 
mined contribution  requirement  are  the  same  as  those  used  to  compute  the  pension  benefit  obligation  as 
described  above. 

Historical  Trend  Information: 

Trend  information  gives  an  indication  of  the  progress  made  in  accumulating  sufficient  assets  to  pay  bene- 
fits when  due.  Ten-year  trend  information  is  not  yet  available. 

For  the  District’s  portion  of  the  Fund,  trend  information  for  the  six  years  ended  June  30,  1992  is  as  fol- 
lows (dollars  in  thousands): 


1992 

1991 

1990 

1989 

1988 

1987 

Net  assets  available  for 
benefits,  at  cost  ! 

S340,459 

$304,991 

$277,041 

$245,582 

$214,290 

$189,801 

Pension  benefit 
obligation 

275,530 

244,132 

225,168 

193,565 

171,353 

151,795 

Net  assets  available 
for  benefits  as  a 
percentage  of  pension 
benefit  obligation 

124% 

125% 

123% 

127% 

125% 

125% 

Assets  in  excess  of  pension 
benefit  obligation 

$ 64,929 

$ 60,859 

$51,873 

$ 52,017 

$ 42,937 

$ 38,006 

Annual  covered  payroll 

114,057 

105,614 

95,372 

85,746 

83,178 

79,940 

Assets  in  excess  of  pension 
benefit  obligations  as 
a percentage  of  annual 
covered  payroll 

56.9% 

57.6% 

54.4% 

60.7% 

51.6% 

47.5% 

Contributions  made  in 
accordance  with 
actuarially  determined 
requirements  as  a 
percentage  of  annual 
covered  payroll 

Trend  information  for  1993  is  not  yet  available.  Also,  information  prior  to  1987  is  not  available. 


10. 


DEFERRED  CDMPENSATION  PLAN: 


The  District  offers  its  employees  a deferred  compensation  plan  created  in  accordance  with  Internal  Revenue 
Code  (IRC)  Section  457.  The  deferred  compensation  plan,  available  to  all  officers  and  employees,  permits 
them  to  defer  a portion  of  their  salary  until  future  years.  The  deferred  compensation  is  not  available  to 
employees  until  retirement,  termination,  or  certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation  deferred  under  the  deferred  compensation  plan 
and  all  income  attributable  to  those  amounts  remain  the  property  of  the  District  (until  paid  or  made  available 
to  the  participants),  subject  only  to  the  claims  of  the  District’s  general  creditors.  Participants’  rights  under  the 
deferred  compensation  plan  are  equal  to  those  of  general  creditors  of  the  District  in  an  amount  equal  to  the 
fair  market  value  of  the  deferred  account  for  each  participant.  The  plan  administrator  has  invested  the 
deferred  amounts  in  numerous  participant-directed,  uninsured  investments. 

District  management  believes  that  the  District  has  no  liability  under  the  terms  of  the  plan  for  any  amounts 
other  than  the  participants’  account  balances.  Management  further  believes  that  it  is  unlikely  that  it  will  use 
the  assets  to  satisfy  the  claims  of  general  creditors  in  the  future. 


11.  IVIDNEY  PURCHASE  PENSION  PLAN; 

All  District  employees,  except  sworn  police  officers,  participate  in  the  Money  Purchase  Pension  Plan,  which 
is  a supplemental  retirement  program.  In  January  1981,  the  District’s  employees  elected  to  withdraw  from  the 
Federal  Social  Security  System  (FICA)  and  established  the  Money  Purchase  Pension  Plan.  The  District  con- 
tributes an  amount  equal  to  6.65%  of  covered  employee’s  annual  compensation  (up  to  $29,700  after  deducting 
the  first  $133  paid  during  each  month)  up  to  a maximum  annual  contribution  of  $1,868. 

Additionally,  the  District  contributes  to  each  employee’s  account  approximately  1.63%  of  covered  payroll  for 
the  savings  realized  when  the  District  de-pooled  its  Public  Employees’  Retirement  Fund  (Fund)  account. 
Effective  July  1,  1991,  the  District  discontinued  its  1.63%  contribution  on  behalf  of  members  of  United 
Public  Employees  Union  and  Amalgamated  Transit  Union  employees  in  accordance  with  union  contractual 
agreements.  This  amount  was  formerly  paid  to  the  employee’s  Fund  account.  However,  effective  July  1,  1992, 
this  contribution  was  discontinued  for  all  employees.  Each  employee’s  account  is  available  for  distribution 
upon  such  employee’s  termination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan  for  the  years  ended  June  30,  1993  and  1992 
was  $5,447,000  and  $5,394,000,  respectively.  Money  Purchase  Pension  Plan  assets  at  June  30,  1993  and  1992 
(excluded  from  the  accompanying  financial  statements)  were  $1 16,517,000  and  $103,841,000,  respectively. 

12.  COMMITIVIENTS  AND  CDNTINGENCIES; 

Litigation  and  Disputes  with  Contractors: 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes,  which  for  the  most  part  are  normal  to  the 
District’s  operations.  It  is  the  opinion  of  the  District’s  management  that  the  costs  that  might  be  incurred  in 
the  disposition  of  these  matters,  if  any,  would  not  materially  affect  the  District’s  financial  position  or 
results  of  operations. 


Continued 


12. 


COMMITMENTS  AND  CONTINGENCIES,  continued: 


Lease  Commitments; 

The  District  leases  certain  facilities  under  operating  leases  with  original  terms  ranging  from  two  to  five 
years  with  options  to  renew. 

Future  minimum  rental  payments  under  noncancelable  operating  leases  with  initial  or  remaining  lease 
terms  of  over  one  year  at  June  30,  1993  are  as  follows: 


Operating 

Leases 

1994 

$1,497,000 

1995 

1,335,000 

1996 

21,000 

1997 

- 

1998 

- 

Thereafter 

- 

Total  minimum  payments  $2,853,000 


Rent  expense  under  all  operating  leases  was  $1,680,000  and  $1,685,000  for  the  years  ended  June  30, 
1993  and  1992,  respectively. 


TOTAL  $231 ,616  1 00%  (in  thousands) 

SOURCE  OF  FUNDS  (in  thousands) 

I I Transactions  & 

Use  Sales  Tax  $89,581  * 36.68% 

r~|  Fares  $102,264  44.15% 

□ Property  Tax  $11,592*  5.00% 

* Net  of  Debt  Service 


Other 

$28,179  12.17% 

•investment  income  and 
Other  Operating  Revenues 
$9,784  4.22% 
•Construction  Funds 
$17,895  7.73% 

•Regional  Financial  Assistance 
$500  0.22% 


TOTAL  $231,616  100%  (in  thousands) 

HOW  FUNDS  WERE  APPLIED  (in  thousands) 

I I Maintenance  $86,248  37.24%  S 

I I Transportation  $67,035  28,94% 

I I General 

Administration  $53,871  23.26% 


Police  Services 

$13,629  5.88% 

Other 

$10,833  4.68% 

•Capital  Designation 
$3,332  1.44% 
•Construction  and 
Engineering 
$7,501  3.24% 
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TOTAL  $218,620  100%  (in  thousands) 

SOURCE  OF  FUNDS  (in  thousands) 


District 

$18,090 


Federal 

$30,225 


I I State 

$90,232 

y Local 

$80,073 


TOTAL  $218,620  100%  (in  thousands) 
EXPENDITURES  (in  thousands) 

I I Construction  $176,155  80.58% 

•Line 

$174,257  79.71% 

•Systemwide 
$1,370  0.63% 

•Support  Facilities 
$528  0.24% 

[~~|  Inventory 

Buildup  $77  0.04% 


[~^  Studies  & Others 

$1,750  


% 

Equipment 

$40,638  18.59% 

•Train  Control 
$6,854  3.14% 
•Communications 
$1,037  0.47% 

•Transit  Vehicles 
$28,702  13.13% 
•Automatic  Fare  Collection 
$475  0.22% 

•Management  Info.  Systems 
$660  0.30% 

•Support  Vehicles 
$2,020  0.92% 

•Other  Equipment 
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Performance  Highlights 


J ART  patronage  for  fiscal  year 
^ j 1993  increased  by  almost  one 
million  passengers  over  the  pre- 
vious  year,  in  the  teeth  of  the  lin- 
gering recession  and  persistent  unemploy- 
ment in  the  Bay  Area.  Total  patronage  was  73, 
939,485,  an  increase  of  951,597,  or  1.3  per- 
cent, over  fiscal  year  1992.  The  total  for 
FY1993  was  the  highest  ridership  figure  in  the 
District’s  21 -year  history  of  passenger  service. 

Average  weekday  travel,  at  253,838 
passenger  trips,  was  also  up,  recording  an 
increase  of  4,290,  or  1.7  percent,  over  the  fig- 
ure for  the  FY1992.  Average  system  weekend 
performance  also  increased  for  both  Saturday 
and  Sunday.  The  Saturday  average  totaled 
108,356  and  Sunday’s  average  totaled  68,246. 

Ridership  for  the  four-hour  peak 
commute  hours  during  the  work  week  aver- 
aged 120,540  trips,  47.5  percent  of  typical 
weekday  ridership.  Off  peak  ridership  during 
the  work  week  averaged  133,298  trips  for 
FY1993.  These  figures  were  increases— 
although  slight— compared  with  1992. 

Annual  passenger  miles  for  FY1993 
amounted  to  931,234,916,  an  increase  of 
close  to  20  million  over  the  figure  of 
911,843,425  for  FY1992.  Average  trip  length 
increased  slightly  to  12.6  miles  for  FY1993, 
compared  with  12.5  miles  the  previous  year. 

Total  trips  on  BART  Express  buses 
increased  markedly  for  FY1993,  increasing 
8.6  percent  to  2,285,887  trips,  compared 
with  2,104,219  trips  in  FY  1992. 

BART  was  able  to  boost  its  farebox  ratio 
to  48.61  percent  for  FY1992.  The  ratio  relates 
the  percentage  of  net  operating  expenses 
(excluding  depreciation)  funded  by  net  pas- 
senger revenues  over  the  course  of  the  year. 

Net  passenger  revenues  reached 
$102,264,700,  for  FY1993  an  increase  of 
$2,734,000  over  the  previous  year.  Total  oper- 
ating revenues,  including  $9,784,000  in  inter- 
est income,  advertising  in  trains  and  stations, 
and  other  income,  reached  $112,048,400, 
compared  with  $109,271,000  for  FY1992. 

BART’S  operating  ratio,  which  relates 
total  operating  expenses,  was  53.26  percent, 
compared  with  51.1  percent  for  the  previous 
year.  The  District’s  objective  is  to  fund  no  less 
than  one-half  of  its  net  rail  expenses  from 
operating  revenues. 

For  FY1993,  net  rail  passenger  revenue 
per  passenger  mile  was  10.9  cents,  compared 
to  10.8  cents  for  FY1992.  Rail  operating  cost 
per  passenger  mile  for  FY1993  was  21.7 
cents,  compared  with  22.1  cents  for  the 
previous  year. 

All  of  these  figures  reflect  increases  in 
patronage,  revenue  and  operating  efficiency, 
but  they  are  somewhat  below  levels  targeted 


Rail  Ridership 

Annual  passenger  trips  73,939,485 

Average  weekday  trips  253,838 

Average  trip  length  1 2.6  miles 

Annual  passenger  miles  931 ,234,91 6 

Daily  on-time  train  performance  (%)  95.9% 

System  utilization  ratio  (passenger 
miles  to  available  seat  miles)  31 .77% 

End-of-period  ratios: 

Peak  patronage  47.5% 

Off-peak  patronage  52.5% 

BART’S  estimated  share  of  peak  period 
transbay  trips — cars,  trains  & buses  44.1  %(c) 

Operations 

Annual  revenue  car  miles  41,893,212 

Unscheduled  train  removals— average 
per  revenue  day  1 .65 

Transit  caravaiiability  to 

revenue  car  fleet.  79.6%(a) 

Passenger  accidents  reported  per 
million  passengers  trips  12.50 

Patron-related  crimes  reported  per 
miilion  passenger  trips  67.1 

Financial 

Net  passenger  revenues  $ 102,264,700 

Other  operating  revenues  $ 9,783,700 

Total  operating  revenues  $1 1 2,048,400 

Net  operating  expenses 

(excluding  depreciation)  $210,389,100 

Farebox  ratio  (net  passenger 

revenues  to  net  operating  expenses)  48.61  % 

Operating  ratio  (total  operating 

revenues  to  net  operating  expenses)  53.26% 

Net  rail  passenger  revenue  per 

passenger  mile  11.00 

Rail  operating  cost  per  passenger  miie  21 .70 

Net  average  rail  passenger  fare(b)  $1 .37 

NOTES 

General  note:  Data  represents  annual  averages  unless  otherwise  noted 

(a)  At  4 a.m.  each  day. 

(b)  Includes  BART/MUNI  Fast  Pass, 

(c)  Based  on  MTC  transbay  survey,  7-9  a.m.  and  4-6  p.m. 


72,987,888 
249,548 
12.5  miles 
911,843,425 
96.3% 


47.7% 

52.3% 


44.1  %(c) 


1.5 

83.0%(a) 

11.56 

53.01 

$ 99,530,000 
$ 9,741,000 
$109,271,000 

$213,736,000 

46.6% 

51.1% 

10.80 

22.10 

$1.35 


previously  by  the  District.  Of  course,  this  is 
directly  attributable  to  rising  costs,  even  at  a 
modest  rate,  faster  than  the  increase  in 
patronage  and  against  a fare  structure  that 
hasn’t  increased  since  1986. 

In  addition  to  funds  derived  from  passen- 
ger fares,  interest  income  and  advertising, 
BART  received  $89,581,000  (net  of 
$18,309,000  allocated  for  debt  service)  in  rev- 
enue from  75  percent  of  the  one-half  cent 
transit  sales  tax  in  the  three  BART  counties, 
$500,000  in  local  financial  assistance  and 
$11,592,000  (net  of  $47,315,000  allocated  for 
debt  service)  in  property  tax,  which  were  all 


available  for  operations.  Of  the  $89,581,000 
sales  tax  revenue  available  for  operations, 
$3,332,000  was  used  for  capital  expenditures. 

Although,  these  funds  were  not  below 
the  levels  of  FY1992,  they  are  definitely  below 
BART’S  expectations  of  budgeted  levels.  They 
dramatized  the  severe  fiscal  pressure  facing 
the  District,  probably  over  the  next  four  or 
five  years. 

The  continuing  almost  static  level  of  rev- 
enue reduction,  compared  with  the  District’s 
ambitious  program  of  rehabilitation  to  be  car- 
ried out  and  paid  between  now  and  the  end  of 
the  century,  poses  a stark  problem  of  match- 
ing available  sources  with  necessary 
uses  of  funds. 
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General  Manager’s 
Message 

In  fiscal  year  1994,  the 
Bay  Area  Rapid  Transit 
District  marked  its  21st 
year  of  service,  a year 
in  which  the  need  to 
invest  in  America’s 
transportation  future 
was  never  before  so 
compelling.  According 
to  the  American  Public 
Transit  Association, 
approximately  13%  of 
our  incomes  are  spent  on  private,  “user-operated”  trans- 
portation — $336  billion  per  year.  In  1991 , the  United  States 
lost  $1.3  billion  in  agricultural  crops  to  pollution  and  freeway 
construction  and  rang  up  $50  billion  in  health-care  costs. 
Each  year  American  workers  waste  more  than  2 billion  hours 
in  traffic  jams;  in  the  next  15  years  congestion  on  American 
freeways  will  increase  by  400%. 

However,  every  person  who  switches  from  a private 
vehicle  to  public  transportation  significantly  reduces  pollu- 
tion and  congestion.  At  BART,  that’s  our  vision  for  the  future. 

At  the  dawn  of  the  1990s,  we  set  a number  of  ambitious 
goals  for  system  revitalization,  safety,  service  and  opera- 
tional improvements.  Today,  we’ve  met  many  of  those  goals 
and  in  FY94  made  significant  progress  toward  achieving 
the  remaining  ones.  Thus,  we  were  able  to  focus  even  more 
keenly  on  preparing  for  the  future,  creating  short-term 
solutions  that  support  our  long-term  plans  and  making 
dramatic  headway  in  our  34.5-mile,  three-county  exten- 
sions program.  Our  foundation  stronger  than  ever,  we’re 
meeting  the  challenges  of  today  in  order  to  build  the  trans- 
portation of  tomorrow. 

The  stagnant  economy  has  cut  into  both  our  patronage 
and  our  sales  tax  revenue.  Half  of  BART’s  operating  budget 
comes  from  each.  We  met  the  financial  challenge  by  trim- 
ming staff  and  expenses,  eliminating  55  jobs  in  the  past 
couple  of  years  alone  — nearly  half  in  management  — and 
saving  more  than  $9  million  a year. 

We  must  now  redouble  our  efforts  in  order  to  meet  the 
triple-challenge  that  faces  BART:  the  increases  in  operating 
costs  brought  on  by  the  opening  of  our  extensions,  our 
systemwide  rehabilitation  program,  and  compliance  with 
the  Americans  with  Disabilities  Act. 

Strengthening  Our  Foundation 

At  the  end  of  last  fiscal  year,  BART  received  very  high  marks 
in  overall  performance  from  the  Metropolitan  Transportation 
Commission  (MTC).  In  fact,  the  District  was  cited  for  top 
performance  in  the  very  categories  that  pose  significant 
challenges  now  and  in  the  future.  The  MTC  offered  three 
further  suggestions:  reduce  employee  absenteeism,  refine 
BART'S  already  “exemplary”  goals  and  objectives  by 


establishing  year-to-year  department-level  milestones, 
and  secure  funding  for  system  rehabilitation.  At  fiscal 
year-end,  1,790  excellent  attendance  awards  were  pre- 
sented to  employees  — a 13%  increase  over  fiscal  1993. 
Further,  BART  developed  a mechanized  program-budget- 
ing and  cost-tracking  system  that  improves  cost  controls 
and  links  activities  and  objectives  directly  to  these  pro- 
grams. Finally,  the  District  entered  into  a $650  million  accord 
with  MTC  to  fund  rehabilitation  of  our  transit  cars  and  other 
facilities  over  the  next  six  years,  underscoring  a renewed 
cooperative  effort  among  transportation  agencies.  Together 
with  other  rehabilitation  funds,  this  commitment  will  take  us 
a long  way  toward  completing  our  overall  10-year,  $1  billion 
systemwide  rehabilitation  plan. 


Revitalizing,  Rehabilitating 

In  addition  to  beginning  the  process  of  dismantling  and 
renovating  each  of  our  440  original  A and  B cars,  by  fiscal 
year-end  43  of  the  80  new  C2  car  shells  had  been  shipped 
from  Germany;  the  first  car  was  85%  assembled,  with  four 
more  close  behind  — several  months  ahead  of  schedule. 
We  continued  to  upgrade  and  repair  station 
facilities  throughout  the  year.  We  implement- 
ed our  computer-based  graffiti  reporting 
system,  and  throughout  the  year,  vehicle  and 
shop-level  Reliability  Improvement  Teams 
worked  to  detect  and  solve  quality  and 
performance  problems,  anticipate  potential 
problems,  and  create  ways  to  improve  over- 
all reliability.  Mean  Time  Between  System 
Failures  (MTBSF),  for  example,  was  1,340  — 

34%  better  than  the  1000-hour  goal. 

Improving  Access 

The  District  moved  toward  a spectrum  of 
access  solutions,  from  the  standard  to  the 
innovative.  Parking  was  a critical  priority. 

Work  was  essentially  completed  on  the  new 
1,243-space  Hayward  parking  structure,  the 
883-space  Concord  parking  facility,  and  the  1,235-space 
Walnut  Creek  parking  structure.  In  the  past  three  years,  we 
have  increased  the  number  of  parking  spaces  systemwide 
by  15%  — from  29,500  to  nearly  34,000. 

On  February  2, 1994,  the  District  cleared  another  access 
hurdle  when  we  dedicated  the  new  BART-to-Airport  Express 
Bus  at  the  San  Francisco  International  Airport.  The  event 
was  co-sponsored  by  BART,  San  Mateo  County  Transit  District 
(SamTrans),  the  San  Francisco  International  Airport,  MTC, 
the  Bay  Area  Air  Quality  Management  District,  and  CalTrans. 
The  bus  service  not  only  provides  an  immediate  and  vital 
link  between  BART  and  the  airport,  but  it  also  helps  gear 
riders  toward  taking  BART  to  the  SFO  in  the  future. 

Improving  Safety  and  Service 

By  the  end  of  its  21st  year,  the  BART  system  had  carried 
more  than  one  billion  passengers  more  than  14  billion  pas- 


sengers  miles  — with  one  of  the  best  safety 
records  in  the  world.  At  BART,  we  place  the  high- 
est priority  on  safety  and  service. 

In  March  1994,  the  District  marked  a major 
milestone  by  opening  its  new  operations  control 
center.  The  Operations  Control  Center  (OCC)  uses 
computer  imaging  and  video  projection  to  display 
the  entire  system.  The  OCC  is  the  eyes  and  ears 
of  the  entire  system  where  every  train  movement 
and  support  system  is  monitored,  and  announce- 
ments are  made  to  passengers  to  keep  them 
continuously  informed.  To  accommodate  system 
growth,  the  software-driven  display  can  be  updat- 
ed with  virtually  no  limit  and  should  translate  into 
countless  improvements  to  overall  customer  service. 

Safety  and  Security 

Police  services  are  one  of  the  linchpins  of  our  safety  pro- 
gram, and  FY94  saw  a number  of  key  improvements  in 
police  services.  We  developed  the  “zero  tolerance  program” 
to  eradicate  fare  evasion  and  reduce  serious  criminal 
activity  at  selected  stations.  Cther  security 
improvements  for  our  customers  included: 
improved  lighting,  stronger  police  presence 
on  trains  and  in  stations,  and  the  presence  of 
attendants  in  parking  structures.  At  the 
close  of  FY94,  serious  crimes  had  been  re- 
duced more  than  10%. 

Investing  In  Our  Employees 
And  In  The  Community 

What  better  way  to  support  our  efforts  to 
prepare  for  the  future  than  by  investing  in 
our  greatest  resources:  our  employees  and 
the  communities  we  serve?  BART’s  career 
development  series,  substance  abuse  pro- 
gram, employee  assistance  program,  edu- 
cation fair,  and  trauma  response  program 
help  employees  develop  their  professional 
potential,  face  personal  challenges,  and  improve  their  ef- 
fectiveness. An  opportunity  to  invest  in  the  families  of  our 
employees  and  the  community’s  future  presented  itself  in 
the  Take  Our  Daughters  to  Work  and  Take  Our  Sons  to  Work 
days,  in  which  hundreds  of  young  people  participated. 

We  know  that  investing  in  a community’s  future  means 
investing  in  its  youth.  FY94  saw  another  successful  feder- 
ally funded  summer  youth  employment  program,  with  138 
youths  aged  14  to  21  receiving  on-the-job  training  primarily 
in  clerical  and  maintenance. 

Cultivating  a strong,  relationship  with  communities  where 
BART’S  extensions  are  being  built  is  critical  to  our  success. 
We  opened  community  centers  in  Concord,  Dublin,  Hayward 
and  Colma  to  serve  as  clearinghouses  for  news,  informa- 
tion, and  assistance  with  construction-related  problems.  In 
the  preliminary  planning  stages  of  the  SFO  extension,  we 
invited  citizen  comment  and  accepted  alternative  proposals. 


Extending  Into  The  Future 

Thirty  years  after  BART’s  original  construction  began,  our 
extension  program  is  well  on  its  way  to  reaching  riders  in 
east  Contra  Costa  and  Alameda  counties,  and  San  Mateo 
County.  The  Phase  I program  includes  34.5  miles  of  new 
double  track,  11  new  stations,  and  more  than  18,000  park- 
ing spaces.  Thanks  to  the  BART  employees  and  our  fed- 
eral, state  and  local  partners,  by  fiscal  year-end  we  had 
reached  some  exciting  milestones;  on  the  1.6-mile  Colma 
extension,  the  two-platform,  three-track  station  was  56% 
complete,  and  the  bridges  and  five-level  parking  structure 
were  70%  complete;  on  the  7.8-mile  Pittsburg/Antioch 
extension,  the  new  North  Concord/Martinez  station  was 
74%  complete,  and  the  line  extending  from  the  Concord 
station  to  North  Concord/Martinez  was  95%  finished;  and 
on  the  14-mile,  two-station  Dublin/Pleasanton  extension, 
construction  began  on  the  East  Dublin/Pleasanton  station, 
significant  portions  of  trackway  and  aerial  structure  were 
complete,  and  work  on  the  tie-in  connecting  the  new  line 
to  the  Fremont  line  neared  completion.  Our  aggressive 
construction  schedule  calls  for  opening  the  North  Concord/ 
Martinez,  Castro  Valley,  Dublin/Pleasanton  and  Colma 
stations  in  fiscal  year  1996,  and  the  West  Pittsburg  station 
in  fiscal  year  1997. 

Throughout  the  construction  of  the  extension  program 
we  have  maintained  an  approximate  average  of  23%  par- 
ticipation by  disadvantaged  business  enterprises  (DBE), 
and  thus  far  have  created  about  40,000  jobs,  directly  and 
indirectly. 

Meanwhile,  the  comprehensive  approval  process  for 
the  planned  San  Francisco  International  Airport  exten- 
sion moved  into  high  gear  during  the  year  with  the  Draft 
Environmental  Impact  Report  expected  to  be  available  for 
public  comment  by  early  1995. 

Partnerships  A Key 

Overall,  the  massive  effort  required  to  build  the  extensions 
has  been  the  product  of  partnerships  with  numerous  local, 
state  and  federal  agencies  as  well  as  the  many  communities 
BART  will  soon  be  serving  directly  with  train  service.  Without 
question,  these  partnerships  have  been  the  underpinnings 
of  our  progress  toward  expanding  the  system. 


II 


...  3 


Joint  Development 

For  several  years  now,  the  potential  to  forge  private-public 
partnerships  in  “joint  developments”  that  will  leverage  the 
BART  asset  has  been  paramount.  We  have  negotiated  with 
three  developers  to  pursue  building  residential/retail  com- 
plexes at  the  El  Cerrito  Del  Norte,  El  Cerrito  Plaza  and  Castro 
Valley  stations,  and  completed  an  agreement  that  will 
guarantee  BART  $1  million  a year  in  income  from  the  “pay 
phone"  franchise  in  our  34  stations. 

Commuter  Rail  Potential 

Faced  with  the  challenge  of  creating  a short-term  solution  that 
would  facilitate  BART’s  longer-term  extension  program,  we 
developed  FasTrak.  It’s  a rail-based  system  using  existing 
right-of-way  and  infrastructure  to  link  the  outlying  East  Bay 
and  South  Bay  with  existing  rail,  bus  and  BART  systems.  The 
proposed  FasTrak  system  will  require  the  cooperation  of 
communities  and  transit  agencies  and  involve  upgrading 
existing  rail,  building  new  stations,  and  improving  existing 
stations  over  a two-year  period  and  leasing  train  equipment 


An  architectural  rendering  of  the  Colma  BART  Station  on  the  Daly  City  Line. 
Work  on  the  extension  is  ahead  of  schedule  and  coming  under  budget. 


to  move  commuters  from  outlying  areas  in  Solano,  San 
Joaquin  and  Santa  Clara  counties  to  connections  in  the  three- 
county  BART  District.  FasTrak  is  a cost-effective  and  im- 
mediate solution  that  will  help  build  the  public  transit  habit 
among  commuters  in  corridors  designated  for  future  exten- 
sions, taking  75  to  125  cars  off  the  road  per  rail  car. 

Developing  New  Technology 

Technological  innovation  has  always  played  a pivotal  role 
in  BART’S  ability  to  meet  challenges  and  respond  to  the 
pressing  transportation  needs  of  the  Bay  Area  community. 
But  innovation  has  never  been  more  critical  than  in  our 
current  endeavors  to  prepare  a transportation  future  that 
addresses  the  environmental  and  economic  realities  the 
community  is  facing. 

An  alliance  among  BART,  Hughes  Aircraft  and  Morrison 
Knudsen  won  $19.5  million  in  defense  conversion  funds  to 
develop  an  advanced  automatic  train  control  system  that 


will  allow  trains  to  travel  at  higher  average  speeds,  traverse 
the  Transbay  Tube  at  shorter  intervals,  and  use  electricity 
more  efficiently.  This  system  will  convert  the  U.S.  military’s 
“radio  frequency  position  locating”  defense  technology, 
nearly  doubling  the  number  of  people  we  can  carry  during 
commute  hours  and  eliminating  the  need  for  a second, 
multi-billion-dollar  transbay  tube.  A $700,000  Bay  Area  Air 
Quality  Management  District  grant  — along  with  funds 
from  Pacific  Gas  & Electric,  Caltrans,  the  California  Energy 
Commission,  and  CALSTART/ARPA  — will  help  fund  our 
Electric  Station  Car  program.  By  the  end  of  FY94,  the 
program  included  $1.5  million  in  funding  with  45  electric 
station  cars  scheduled  to  hit  the  road  in  FY95,  as  well  as 
three  electric  shuttle  buses. 

BART  also  began  participating  with  the  San  Francisco 
MUNI  in  an  innovative  access  solution  for  people  with  vision 
handicaps.  The  Smith-Kettlewell  Eye  Research  Institute 
installed  a “talking  sign”  system  at  Powell  Street  that  uses 
programmable  directional  infrared  transmitters  to  provide 
“way  finding”  for  passengers  carrying  small  receivers,  which 
allow  them  to  hear  the  messages  on  the  transmitters. 

In  cooperation  with  the  Port  of  Oakland,  preliminary  work 
began  on  developing  suspended  light  rail  transit  (SLRT) 
technology  for  the  Oakland  Airport  Intermodal  Connector 
project,  which  will  merge  all  forms  of  transportation  — air, 
light  and  heavy  rail,  and  bus  — into  one  airport  commuter  sys- 
tem. SLRT  technology  could  forge  a critical  link  among  many 
segments  of  the  Bay  Area’s  future  transportation  system. 

Looking  Into  Tomorrow 

The  opening  of  the  extensions,  the  delivery  of  new  cars,  the 
investment  in  our  employees,  their  families  and  our  com- 
munities, the  rehabilitation  of  the  entire  BART  system,  and 
the  implementation  of  new,  cutting-edge  technologies  will 
carry  BART  into  the  Next  Generation  of  Bay  Area  Transpor- 
tation. They  will  allow  us  to  offer  more  BART  to  more  peo- 
ple, to  reinvest  our  resources  into  the  basic  system  while 
investing  new  resources  into  new  systems,  to  strengthen 
our  ties  to  the  communities  we  serve,  and  to  strengthen  our 
commitment  to  our  customers  and  to  our  employees. 

Environment.  Economy.  Quality  of  Life.  Jobs.  Equal 
opportunity.  Critical  priorities  for  Bay  Area  citizens  and, 
thus,  for  BART.  With  the  funding  of  urgently  needed  system 
reinvestment  begun  and  with  significant  extension  mile- 
stones behind  us,  we  at  BART  feel  we’re  well  on  the  way 
toward  a cleaner,  better,  more  economically  promising 
transportation  future  for  the  Bay  Area. 

Richard  A.  White 

General  Manager,  Bay  Area  Rapid  Transit 
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REPORT  OF  INDEPENDENT  ACCOUNTANTS 


To  the  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  financial  statements  of  the  San  Francisco  Bay  Area  Rapid 
Transit  District  (the  District)  as  of  June  30,  1994  and  1993  and  for  the  years  then  ended.  These 
financial  statements  are  the  responsibility  of  the  District’s  management.  Our  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards.  Those  stan- 
dards require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.  We  believe  that  our  audits 
provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June  30,  1994  and  1993, 
and  the  results  of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with 
generally  accepted  accounting  principles. 


October  14, 1994 


Coopers  & Lybrand  L.L.P.,  a registered  limited  liability  partnership,  is  a member  firm  of  Coopers  & Lybrand  (International). 


San  Francisco  Bay  Area  Rapid  Transit 

Balance  Sheets 

June  30, 1994  and  1993 

District 

( 

1994 

[IN  THOUSANDS)  [ 

1993 

ASSETS 

Current  assets: 

Cash  and  cash  equivalents 

$ 65,539 

$ 57,644 

Investments 

7,020 

5,450 

Total  cash,  cash  equivalents  and  investments  (including  restricted 

cash  and  investments  of  $7,102  in  1994  and  $8,690  in  1993) 

72,559 

63,094 

Deposits  held  by  trustee  - restricted 

16,761 

111,697  1 

Capital  grants  and  contributions  receivable  - restricted 

94,765 

71,857 

Other  receivables 

9,766 

14,129 

Materials  and  supplies 

22,465 

22,918 

Total  current  assets 

216,316 

283,695  S: 

Restricted  and  designated  assets: 

Investments  restricted  for  capital  purposes 

243,938 

268,858 

Deposits  held  by  trustee 

3,313 

8,202 

Investments  restricted  for  Board  designated  purposes 

18,490 

18,734 

Deferred  compensation  plan  investments 

101,785 

96,054 

Facilities,  property  and  equipment,  net 

2,370,575 

2,045,617  1 

Total  assets 

$2,954,417 

$2,721,160  1 

LIABILITIES  AND  FUND  EQUITY 

1 

Current  liabilities: 

Notes  payable 

— 

$ 100,000 

Current  portion  of  long-term  debt 

$ 46,660 

43,515  I 

Payroll  and  other  liabilities 

53,057 

49,022 

Current  portion  of  self-insurance  liabilities 

8,370 

6,721 

Unearned  passenger  revenue 

2,325 

2,098 

Total  current  liabilities 

110,412 

201,356 

Contracts  payable  - restricted  assets 

41,173 

26,942 

Self-insurance  liabilities 

9,814 

10,757 

Deferred  compensation  plan  liabilities 

101,785 

96,054 

Long-term  debt,  net 

444,176 

488,926 

Total  liabilities 

707,360 

824,035 

Fund  equity: 

Contributed  capital 

1,383,677 

1,061,681 

Retained  earnings 

863,380 

835,444 

Total  fund  equity 

2,247,057 

1,897,125 

Total  liabilities  and  fund  equity 

$2,954,417 

$2,721,160 

See  notes  to  financial  statements. 
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San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Revenues  and  Expenses 

for  the  years  ended  June  30, 1994  and  1993 


(IW  THOUSANDS) 


1994 

1993 

Operating  revenues: 

Fares 

$ 102,497 

$ 102,264 

Other  (including  investment  income) 

10,639 

9,784 

Total  operating  revenues 

113,136 

112,048 

Operating  expenses: 

Transportation 

69,349 

67,035 

Maintenance 

92,195 

86,248 

Police  services 

14,361 

13,629 

Construction  and  engineering 

7,484 

7,501 

General  and  administrative 

55,422 

53,871 

Depreciation 

48,174 

48,943 

Total  operating  expenses 

286,985 

277,227 

Less  capitalized  costs 

(21,386) 

(17,895) 

Net  operating  expenses 

265,599 

259,332 

Operating  loss 

(152,463) 

(147,284) 

Other  revenues  (expenses): 

Transactions  and  use  tax 

109,834 

107,890 

Property  tax 

59,603 

58,906 

State  financial  assistance 

4,400 

— 

Local  financial  assistance 

562 

500 

Other  investment  income 

11,609 

11,281 

Interest  expense 

(28,518) 

(28,202) 

Other  expense,  net 

(171) 

(1,823) 

Total  other  revenues 

157,319 

148,552 

Net  income 

$ 4,856 

$ 1,268 

See  notes  to  financial  statements. 
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San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Changes  in  Fund  Equity 

tor  the  years  ended  June  30, 1994  and  1993 


(in  thousands) 

Contributed 

Capital 

Retained 

Earnings 

Total 
Fund  Equity 

Balances,  June  30, 1992 

$ 930,693 

$ 806,993 

$1,737,686 

Net  income 

— 

1,268 

1,268 

Other  additions  (deductions): 

Contributed  capital 

158,171 

— 

158,171 

Depreciation  of  assets  acquired  with  contributed  capital 

(27,183) 

27,183 

— 

Balances,  June  30,1993 

1,061,681 

835,444 

1,897,125 

Net  income 

— 

4,856 

4,856 

Other  additions  (deductions): 

Contributed  capital 

345,076 

— 

345,076 

Depreciation  of  assets  acquired  with  contributed  capital 

(23,080) 

23,080 

— 

Balances,  June  30,1994 

$1,383,677 

$ 863,380 

$2,247,057 

See  notes  to  financial  statements. 


San  Francisco  Bay  Area  Rapid  Transit 

Statements  of  Cash  Flows 

for  the  years  ended  June  30, 1994  and  1993 

District 

(in  thousands) 

1994  1993 

Cash  flows  from  operating  activities; 

Operating  loss 

$ (152,463) 

$ (147,284) 

Less  investment  income  included  in  operating  revenue 

(7,177) 

(6,073) 

Operating  loss  excluding  investment  income 

(159,640) 

(153,357) 

Adjustments  to  reconcile  operating  loss  to  net  cash  used  in  operating  activities: 

Depreciation 

48,174 

48,943 

Net  effect  of  changes  in: 

Deferred  compensation  plan  liabilities 

- 

14,582 

Receivables 

4,363 

297 

Materials  and  supplies 

453 

(77) 

Payroll  and  other  liabilities 

4,035 

1,210 

Self-insurance  liabilities 

706 

2,320 

Unearned  passenger  revenue 

227 

(187) 

Net  cash  used  in  operating  activities 

(101,682) 

(86,269) 

Cash  flows  from  noncapital  financing  activities: 

Transactions  and  use  tax  received 

90,291 

89,081 

Property  tax  received 

12,344 

11,592 

Financial  assistance  received 

4,962 

500 

Net  cash  provided  by  noncapital  financing  activities 

107,597 

101,173 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

19,543 

18,309 

Property  tax  received 

47,259 

47,873 

Interest  paid  on  debt 

(27,568) 

(25,181) 

Capital  grants  received 

322,168 

112,324 

Principal  paid  on  long-term  debt 

(43,515) 

(37,685) 

Proceeds  from  issuance  of  sales  tax  revenue  notes 

— 

74,500 

Proceeds  from  issuance  of  (repayment  of)  Commercial  Paper  Notes 

(100,000) 

100,000 

Expenditures  for  facilities,  property  and  equipment 

(357,711) 

(218,210) 

Proceeds  from  sale  of  real  estate 

— 

649 

Other,  net 

789 

(2,324) 

Net  cash  provided  by  (used  in)  capital  and  related  financing  activities 

(139,035) 

70,255 

Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 

400,383 

346,733 

Sale  of  investments  to  repay  Commercial  Paper  Notes 

100,000 

— 

Purchase  of  investments  from  issuance  of  Commercial  Paper  Notes 

— 

(100,000) 

Purchase  of  investments 

(370,977) 

(348,187) 

Interest  on  investments 

11,609 

17,899 

Net  cash  provided  by  (used  in)  investing  activities 

141,015 

(83,555) 

Net  increase  in  cash  and  cash  equivalents 

7,895 

1,604 

Cash  and  cash  equivalents,  beginning  of  year 

57,644 

56,040 

Cash  and  cash  equivalents,  end  of  year 

$ 65,539 

$ 57,644 

See  notes  to  financial  statements. 
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San  Francisco  Bay  Area  Rapid  Transit  District 

Notes  to  Financial  Statements 

1.  Significant  Accounting  Policies: 

Description  of  Reporting  Entity; 

The  San  Francisco  Bay  Area  Rapid  Transit  District  (the  District)  is  a public  agency  created  by  the  legislature  of  the 
State  of  California  in  1957  and  regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit  District  Act,  as  annended,  and 
subject  to  transit  district  law  as  codified  in  the  California  Public  Utilities  Code.  The  disbursement  of  funds  received 
by  the  District  is  controlled  by  statutes  and  by  provisions  of  various  grant  contracts  entered  into  with  federal,  state 
and  local  agencies. 

The  District  has  defined  its  financial  reporting  entity  in  accordance  with  Government  Accounting  Standards  No.  14, 
which  states  that  the  financial  reporting  entity  should  consist  of  (a)  the  primary  government,  (b)  the  organizations  for 
which  the  primary  government  is  financially  accountable,  and  (c)  the  other  organizations  for  which  the  nature  and 
significance  of  their  relationship  with  the  primary  government  are  such  that  exclusion  would  cause  the  reporting 
entity’s  financial  statements  to  be  misleading  or  incomplete.  Based  on  this  definition,  the  financial  statements  of  the 
District  (the  primary  government)  include  those  of  the  Transit  Financing  Authority  (the  Authority),  a component  unit. 

Basis  of  Accounting  and  Presentation: 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this  method,  revenues  are  recorded  when  earned  and 
expenses  are  recorded  when  the  related  liability  is  incurred. 

The  financial  statements  of  the  District  are  presented  as  an  enterprise  fund  and  are  accounted  for  in  separate  funds, 
principally  the  Operating  Fund,  Construction  Fund  and  Debt  Service  Fund.  Such  funds  are  combined  for  financial 
reporting  purposes  in  order  to  present  the  financial  position  and  results  of  operations  of  the  District  as  a whole. 

Cash  and  Cash  Equivalents: 

The  District  considers  all  highly  liquid  investments  with  a maturity  of  three  months  or  less  when  purchased  to  be  cash 
equivalents.  Deposits  held  by  trustee,  deferred  compensation  plan  investments,  and  investments  restricted  for  Board 
designated  purposes  are  treated  as  investments. 

Investments: 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  investments  of  the  deferred  compensation  plan  which  are 
stated  at  market  value.  As  a matter  of  policy,  the  District  holds  investments  until  their  maturity. 

Deposits  Held  hy  Trustee: 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held  by  trustee  banks  in  accordance  with  the  District’s 
various  bond,  note  and  commercial  paper  indentures  and  for  general  debt  service  requirements.  Deposits  are  stated 
at  cost. 

Restricted  and  Designated  Cash  and  Investments: 

Certain  cash  and  investments  are  classified  as  restricted  and  designated  assets  on  the  balance  sheets  because  their 
use  is  limited,  either  by  certain  bond  covenants  or  by  the  Board  of  Directors’  designations.  The  use  of  these  funds  is 
restricted  for  use  in  construction  or  for  debt  service  payments. 
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Materials  and  Supplies: 

Materials  and  supplies  consist  primarily  of  replacement  parts  for  the  system  and  rail  vehicles.  Materials  and  supplies 
are  stated  at  cost,  which  approximates  market,  using  the  average-cost  method.  Materiais  and  supplies  are  expensed 
as  consumed. 

Facilities,  Property  and  Equipment: 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated  using  the  straight-line  method  over  the  estimated 
usefui  iives  of  the  assets.  Depreciation  expense  on  assets  acquired  with  capital  grant  funds  is  transferred  to  con- 
tributed capital  after  being  charged  to  operations. 

Major  improvements  and  betterments  to  existing  faciiities  and  equipment  are  capitalized.  Costs  for  maintenance  and 
repairs  which  do  not  extend  the  useful  life  of  the  appiicable  assets  are  charged  to  expense  as  incurred.  Upon  dispo- 
sition, costs  and  accumuiated  depreciation  are  removed  from  the  accounts  and  resuiting  gains  or  losses  are  includ- 
ed in  operations. 

The  District  capitalizes  certain  interest  revenue  and  expenditures  reiated  to  tax-free  borrowings.  The  net  effect  of 
such  interest  capitalization  was  to  decrease  expenditures  for  facilities,  property  and  equipment  by  $303,000  and 
$533,000  during  the  years  ended  June  30,1994  and  1993,  respectively,  for  excess  interest  revenue  over  interest 
expense  from  applicable  borrowings. 

Compensated  Absences: 

Compensated  absences  are  accrued  and  reported  as  a liability  in  the  period  earned.  Amounts  payable  at  June  30 
are  included  on  the  balance  sheets  in  payroll  and  other  liabilities. 

Unearned  Passenger  Revenue: 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  purchased  which  have  not  yet  been  used. 

Contributed  Capital: 

The  District  receives  grants  from  the  Federal  Transit  Administration  (FTA)  and  other  agencies  of  the  U.S.  Department 
of  Transportation,  state,  and  local  transportation  funds  for  the  acquisition  of  transit  related  equipment  and  improve- 
ments. Capital  grants  are  recognized  as  donated  capital  to  the  extent  that  costs  under  the  grant  have  been  incurred 
and  recorded  as  assets.  Capital  grant  funds  earned,  less  amortization  equai  to  accumulated  depreciation  of  the 
related  assets,  are  included  in  contributed  capital. 

Transactions  and  Use  Tax  (Sales  Tax)  Revenue: 

State  of  California  legislation  authorizes  the  District  to  impose  a V2%  transactions  and  use  tax  within  District 
boundaries  which  is  collected  and  administered  by  the  State  Board  of  Equalization.  Of  amounts  available  for  distrib- 
ution, 75%  is  paid  directly  to  the  District’s  trustee  for  the  purpose  of  paying  bond  interest,  principal  and  expenses. 
Monies  not  required  for  these  purposes  are  transmitted  to  the  District.  The  remaining  25%  is  aiiocated  by  the  Metropoli- 
tan Transportation  Commission  (MTC)  to  the  District,  the  City  and  County  of  San  Francisco,  and  the  Alameda-Contra 
Costa  Transit  District  for  transit  services.  The  District  records  the  total  transactions  and  use  taxes  earned  (including 
amounts  paid  to  the  trustee)  as  revenue. 


Continued 
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1.  Significant  Accounting  Policies  continued: 

Property  Taxes,  Collection  and  Maximum  Rates: 

The  State  of  California  Constitution  Article  XIII A provides  that  the  general  purpose  maximum  property  tax  rate  on  any 
given  property  may  not  exceed  1%  of  its  assessed  value  unless  an  additional  amount  for  general  obligation  debt  has 
been  approved  by  voters.  Assessed  value  is  calculated  at  100%  of  market  value  as  defined  by  Article  XIII A and  may 
be  adjusted  by  no  more  than  2%  per  year  unless  the  property  is  sold  or  transferred.  The  State  Legislature  has  deter- 
mined the  method  of  distribution  of  receipts  from  a 1%  tax  levy  among  the  counties,  cities,  school  districts  and 
other  districts,  such  as  the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service  requirements  of  its  General  Obligation  Bonds.  The 
District  also  receives  an  allocation  of  property  tax  revenues  for  transit  operations.  San  Francisco,  Alameda  and 
Contra  Costa  Counties  assess  properties  and  bill  for,  collect,  and  distribute  property  taxes.  Property  taxes  are  record- 
ed as  revenue  and  receivables,  net  of  estimated  uncollectibles,  in  the  fiscal  year  of  levy. 

Financial  Assistance  Grants: 

Financial  assistance  grants  are  accrued  as  other  revenue  in  the  period  to  which  the  grant  applies. 

Reclassifications: 

Certain  reclassifications  have  been  made  to  the  1993  totals  in  order  to  conform  them  to  the  current  year’s  presenta- 
tion. These  reclassifications  had  no  impact  on  the  1993  net  income,  as  previously  reported. 

2.  Cash  and  Investments: 

The  District  maintains  a cash  and  investment  pool  that  includes  cash  and  investments  available  for  general  use  and 
restricted  for  Board  designated  purposes.  Cash  and  investments  of  the  District’s  deferred  compensation  plan  (see 
Note  10)  are  held  separately  by  the  plan’s  administrator. 

Deposits: 

At  June  30, 1994  (and  1993),  the  District’s  cash  on  hand  was  $732,000  (1993,  $1,010,000),  and  the  carrying  amount  of 
the  District’s  time  and  demand  deposits  was  $892,000  (1993,  ($487,000))  with  the  corresponding  bank  balance  of 
$8,847,000  (1993,  $6,468,000).  Of  the  bank  balance,  $200,000  (1993,  $200,000)  was  insured  by  federal  depository 
insurance  or  collateralized  by  securities  held  by  the  District’s  agent  in  the  District’s  name,  and  $8,647,000  (1993, 
$6,268,000)  is  required  by  Section  53652  of  the  California  Government  Code  to  be  collateralized  110%  by  the  pledg- 
ing financial  institutions.  Such  collateral  is  not  required  to  be  in  the  District’s  name. 

Investments: 

State  of  California  statutes  and  District  policy  authorize  the  District  to  invest  in  obligations  of  the  U.S.  Treasury,  its 
agencies  and  instrumentalities,  bankers’  acceptances,  repurchase  and  reverse  repurchase  agreements,  and  the  State 
Treasurer’s  investment  pool.  The  District  did  not  enter  into  any  reverse  repurchase  agreements  during  1994  or  1993. 

The  District’s  investments  are  categorized  below  to  give  an  indication  of  the  credit  risk  assumed  by  the  District  at 
June  30, 1994.  Category  1 includes  investments  that  are  insured  or  registered  or  for  which  the  securities  are  held  by 
the  District  or  its  agent  in  the  District’s  name.  Category  2 includes  uninsured  and  unregistered  investments  for  which 
the  securities  are  held  by  the  broker’s  or  dealer’s  trust  department  or  agent  in  the  District’s  name. 
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(in  thousands) 


1994 

1993 

Category 

Carrying 

Market 

Category 

Carrying 

Market 

1 

2 

Amount 

Value 

1 

2 

Amount 

Value 

Money  market 

- 

$15,495 

$ 15,495 

$ 15,495 

- 

$ 16,441 

$ 16,441 

$ 16,441 

U.S.  Treasury  bills 

$ 14,840 

— 

14,840 

14,844 

$ 34,585 

42,685 

77,270 

77,725 

U.S.  Treasury  notes 

77,307 

4,579 

81,886 

81,749 

97,900 

6,358 

104,258 

104,938 

Federal  agency  obligations 

187,543 

— 

187,543 

189,202 

160,557 

54,415 

214,972 

222,534 

Repurchase  agreements 

34,541 

— 

34,541 

34,541 

36,607 

— 

36,607 

36,607 

Total 

$314,231 

$20,074 

334,305 

335,831 

$329,649 

$119,899 

449,548 

458,245 

Cash  on  hand 

732 

732 

1,010 

1,010 

Time  and  demand  deposits 
Investment  in  California  local 

892 

892 

(487) 

(487) 

agency  investment  fund 

15,000 

15,000 

15,000 

15,000 

Mutual  funds  - deferred 

compensation  plan  investments 

101,785 

101,785 

96,054 

96,054 

Total 

$452,714 

$454,240 

$561,125 

$569,822 

Reported  as: 

Cash  and  cash  equivalents  $ 65,539  $ 57,644 

Investments -current  7,020  5,450 

Payroll  and  other  liabilities 

(representing  cash  overdraft)  (4,132)  (5,514) 

Deposits  held  by  trustee  - restricted  - 

current  and  long-term  20,074  119,899 

Investments  restricted  for  capital 

purposes  243,938  268,858 

Deferred  compensation  plan 

investments  101,785  96,054 

Investments  restricted  for  Board 

designated  purposes  18,490  18,734 

Total  $452,714  $561,125 


Investments  restricted  for  Board  of  Directors’  designated  purposes  are  summarized  as  follows  (in  thousands): 


1994 

1993 

Basic  system  completion 

$ 2,422 

$ 2,630 

System  improvement 

2,218 

2,694 

Self-insurance 

9,000 

9,000 

Operating 

4,850 

4,410 

Total 

$18,490 

$18,734 

Continued 


3.  Facilities,  Property  and  Equipment: 


Facilities,  property  and  equipment  at  June  30, 1994  and  1993  are  summarized  as  follows  (in  thousands): 


Land 

Improvements 

System-wide  operation  and  control 
Revenue  transit  vehicles 
Service  and  miscellaneous  equipment 
Capitalized  construction  and  start-up  costs 
Repairable  property  items 

Less  accumulated  depreciation  and  amortization 

Construction-in-progress 

Total 


Lives  (Years) 

1994 

1993 

$ 240,333 

$ 229,946 

80 

1,325,120 

1,296,406 

20 

236,959 

221,998 

30 

438,437 

437,550 

3-20 

35,406 

33,112 

30 

97,733 

97,723 

30 

15,401 

14,160 

2,389,389 

2,330,895 

(673,703) 

(627,155) 

1,715,686 

1,703,740 

654,889 

341,877 

$2,370,575 

$2,045,617 

The  District  has  entered  into  contracts  for  the  construction  of  various  facilities  and  equipment  totaling  approximately 
$763,000,000  at  June  30, 1994. 

The  District  has  begun  Phase  1 of  an  extension  project  that  will  add  35  miles  of  track  and  10  new  stations  to  the  sys- 
tem at  a total  cost  of  approximately  $2,692,000,000.  The  District  anticipates  completing  Phase  1 by  the  year  2002. 
The  District  anticipates  funding  for  Phase  1 will  come  from  the  federal  government  ($719,000,000),  State  of  California 
($578,000,000),  San  Mateo  County  ($470,000,000),  Alameda  and  Contra  Costa  Counties  ($321,000,000),  bridge 
tolls  ($134,000,000),  and  the  District  ($105,000,000),  with  the  remaining  source  of  funding  to  be  identified. 

4.  Liability  for  Insurance  Claims: 

The  District  is  fully  self-insured  for  workers’  compensation  claims  and  partially  self-insured  for  public  liability  and 
property  damage.  The  self-insured  maximum  for  public  liability  and  property  damage  claims  is  $10,000,000  for  any 
one  occurrence.  Claims  in  excess  of  self-insurance  retentions  are  covered  up  to  an  additional  $140,000,000  by 
insurance  policies. 

The  self-insurance  programs  are  administered  by  independent  adjustment  bureaus.  The  liability  is  based,  in  part,  upon 
the  independent  adjustment  bureaus’  estimate  of  reserves  required  for  unsettled  claims  and  related  administrative 
costs,  and  includes  claims  that  are  incurred  but  not  reported.  Such  reserves  are  actuarially  determined  and  subject  to 
periodic  adjustment  as  conditions  warrant. 

The  estimated  liability  for  insurance  claims  at  June  30, 1994  is  believed  to  be  sufficient  to  cover  any  costs  arising  out 
of  claims  filed  or  to  be  filed  for  accidents  which  occurred  through  that  date. 


5.  Joint  Exercise  of  Powers  Agreement: 


Description: 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement),  dated  August  1, 1991,  between  the  District  and  MTC 
provided  for  the  creation  of  the  Transit  Financing  Authority  (the  Authority),  a public  instrumentality  of  the  State  of 
California.  The  term  of  the  Agreement  is  for  ten  years,  unless  extended  or  earlier  terminated.  The  Authority  was  formed 
for  the  purpose  of  providing  financing  and  contracting  for  public  transit  improvements,  including  the  refinancing  of 
prior  indebtedness  and  acquiring,  selling  and  financing  public  capital  improvements,  working  capital,  liability  and 
other  insurance  needs,  and  for  the  specific  purpose  of  assisting  in  financing  the  District’s  East-Bay  extensions. 

The  governing  board  of  the  Authority  consists  of  two  members  each  from  the  District  and  MTC.  Neither  the  District 
nor  MTC  is  responsible  for  any  debt,  liabilities  and  obligations  of  the  Authority. 

At  the  end  of  the  term  or  upon  the  eariier  termination  of  the  Agreement,  all  assets  of  the  Authority  shall  be  distributed 
to  the  two  participants,  and  any  surplus  money  on  hand  shall  be  returned  to  these  participants  in  proportion  to  their 
respective  contributions  to  the  Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority  since  inception  and  has  only  a residual  equity  interest  as 
mentioned  above.  Because  the  District  is  not  an  investee  in  the  Authority,  the  equity  method  is  not  considered  appropriate. 

Commercial  Paper  Program: 

The  Authority  has  undertaken  a commercial  paper  program  to  finance  certain  of  the  District’s  system  improvements 
in  connection  with  the  multi-phase  extension  program.  Under  the  program,  in  October  1992,  the  Authority  issued 
its  Commercial  Paper  Notes,  Series  A,  and  Commercial  Paper  Notes,  Series  B,  in  the  aggregate  amount  of 
$100,000,000.  During  March  and  April  1994,  the  Authority  redeemed  and  retired  all  commercial  paper  notes  issued 
under  the  program. 

At  June  30,1994,  the  total  assets,  liabilities  and  retained  earnings  of  the  Authority  were  $5,000,  nil  and  $5,000, 
respectively. 

6.  Long-Term  Debt: 

Long-term  debt  at  June  30, 1994  and  1993  is  summarized  as  foliows  (in  thousands): 


1994 

1993 

1962  General  Obligation  Bonds 

$206,625 

$244,150 

1966  Special  Service  District  Bonds 

2,630 

3,220 

1990  Sales  Tax  Revenue  Refunding  Bonds 

157,179 

161,188 

1991  Sales  Tax  Revenue  Bonds 

56,010 

56,010 

1993  Sales  Tax  Revenue  Notes 

74,500 

74,500 

Less: 

496,944 

539,068 

Unamortized  bond  discount  and  issuance  costs 

(6,108) 

(6,627) 

Current  portion 

(46,660) 

(43,515) 

Net  long-term  portion 

$444,176 

$488,926 

1962  General  Obligation  Bonds: 

In  1962,  voters  of  the  member  counties  of  the  District  authorized  a bonded  indebtedness  totaling  $792,000,000  of 
General  Obligation  Bonds  maturing  through  1999,  with  interest  rates  ranging  from  1.5%  to  6%.  Payment  of  both 
principal  and  interest  is  provided  by  the  levy  of  District-wide  property  taxes. 


Continued 
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6.  Long-Term  Debt  continued: 

1966  Special  Service  District  Bonds: 

In  1966,  City  of  Berkeley  voters  formed  Special  Service  District  No.  1 and  authorized  the  issuance  of  $20,500,000  of 
General  Obligation  Bonds  maturing  through  1998,  of  which  $12,000,000  were  issued  for  construction  of  subway 
extensions  within  that  city.  Payment  of  both  principal  and  interest  is  provided  by  taxes  levied  upon  property  within 
Special  Service  District  No.  1 . Bond  interest  rates  range  from  4%  to  5.5%. 

1990  Sales  Tax  Revenue  Refunding  Bonds  (the  1990  Bonds): 

In  July  1990,  the  District  issued  sales  tax  refunding  bonds  totaling  $158,478,000.  The  1990  Bonds  are  special  obliga- 
tions of  the  District  payable  from  and  collateralized  by  a pledge  of  the  sales  tax  revenues.  At  June  30, 1994,  the  1990 
Bonds  consist  of  $135,410,000  of  current  interest  bonds  due  from  1994  to  2012  with  interest  rates  ranging  from  6% 
to  6.75%  and  $21,769,000  of  capital  appreciation  serial  bonds  ($16,828,000  original  amount)  with  yields  of  6.65%  to 
6.75%  due  from  2002  to  2005.  Interest  on  the  capital  appreciation  bonds  is  payable  at  maturity.  For  financial  report- 
ing purposes,  accrued  interest  is  added  to  the  principal  balance.  The  current  interest  bonds  maturing  on  July  1, 2009 
($56,215,000)  are  redeemable  after  July  1, 2000,  at  the  option  of  the  District  at  prices  ranging  from  100%  to  102%. 
The  1990  Bonds  were  issued  to  advance  refund  1985  Sales  Tax  Revenue  Bonds  outstanding. 

1991  Sales  Tax  Revenue  Bonds  (the  1991  Bonds): 

The  1991  Bonds  were  issued  in  August  1991  in  the  amount  of  $56,010,000  and  are  special  obligations  of  the  District, 
payable  from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At  June  30, 1994,  the  1991  Bonds  consist  of 
$16,135,000  serial  bonds  due  from  1994  to  2002  with  interest  rates  ranging  from  5.15%  to  6.3%  and  $39,875,000 
of  term  bonds  due  from  2005  to  2012  with  interest  rates  ranging  from  6.4%  to  6.6%.  The  District  is  required  to  make 
sinking  fund  payments  on  the  term  bonds  beginning  on  July  1, 2003.  Additionally,  the  1991  Bonds  maturing  after 
j June  30,  2001  are  redeemable,  at  the  option  of  the  District  at  prices  ranging  from  100%  to  102%. 

i 

i 1993  Sales  Tax  Revenue  Notes: 

I In  January  1993,  the  District  issued  subordinate  sales  tax  revenue  notes  totaling  $74,500,000  to  provide  funds  for 

i the  acquisition  of  30  mass  transit  rail  vehicles.  The  notes  are  special  obligations  of  the  District  payable  from  and 

j collateralized  by  a pledge  of  certain  sales  tax  revenues  and  by  property  tax  revenues.  The  pledge  of  the  sales  tax 

I revenue  is  subordinate  to  the  District’s  pledge  of  sales  tax  revenues  with  respect  to  payment  of  its  $158,478,000 

I original  principal  amount  of  Sales  Tax  Revenue  Refunding  Bonds,  Series  1990,  and  its  $56,010,000  original  principal 

amount  of  Sales  Tax  Revenue  Bonds,  Series  1991 , and  any  obligations  of  the  District  payable  on  a parity  with  such 
j bonds  pursuant  to  the  terms  of  the  indenture  under  which  such  bonds  were  issued. 

In  prior  years,  the  District  defeased  sales  tax  revenue  bonds  by  placing  the  proceeds  of  new  sales  tax  revenue  refund- 
ing bonds  in  an  irrevocable  trust  to  provide  for  all  future  debt  service  payments  on  the  old  bonds.  Accordingly,  the 
trust  account  assets  and  the  liability  for  the  defeased  bonds  are  not  included  in  the  District’s  financial  statements.  At 
June  30, 1994,  the  outstanding  amount  of  sales  tax  revenue  bonds  defeased  was  $133,545,000. 

The  District  is  subject  to  certain  bond  covenants,  the  most  restrictive  of  which  is  to  make  no  use  of  the  proceeds  of 
the  bonds  which  will  cause  the  bonds  to  be  arbitrage  bonds  subject  to  federal  income  taxation. 

Bond  and  note  discount  and  issuance  costs  are  amortized  over  the  life  of  the  related  debt. 


..  16... 


The  following  is  a schedule  of  long-term  debt  principal  payments  required  as  of  June  30, 1994  (in  thousands): 


Year  ending  June  30: 

1962 

General 

Obligations 

Bonds 

1966 

Special 

Service 

District 

Bonds 

1990 
Sales  Tax 
Revenue 
Refunding 
Bonds 

1991 
Sales  Tax 
Revenue 
Bonds 

1993 
Sales  Tax 
Revenue 
Notes 

Total 

1995 

$ 39,050 

$ 620 

$ 5,785 

$ 1,205 

— 

$ 46,660 

1996 

40,625 

640 

6,205 

1,325 

— 

48,795 

1997 

42,150 

670 

6,655 

1,465 

— 

50,940 

1998 

43,675 

700 

7,140 

1,610 

$36,415 

89,540 

1999 

41,125 

— 

7,655 

1,770 

38,085 

88,635 

Thereafter 

— 

— 

123,739 

48,635 

— 

172,374 

Total 

$206,625 

$2,630 

$157,179 

$56,010 

$74,500 

$496,944 

7.  Federal  Grants: 


The  U.S.  Department  of  Transportation  provides  financial  assistance  to  the  District  for  capital  projects  and  planning 
and  technical  assistance.  Grants  which  were  active  during  the  year  ended  June  30, 1994  are  summarized  as  follows 
(in  thousands): 


Total  approved  project  costs  $ 631,010 

Total  approved  federal  funds  $ 487,339 

Less  cumulative  amounts  received  (364,1 24) 

Remaining  amount  available  under  federal  grants  $ 123,215 


8.  Local  and  State  Financial  Assistance: 

The  District  receives  local  operating  and  capital  assistance  from  Transportation  Development  Act  Funds  (TDA).  For 
the  year  ended  June  30, 1994,  TDA  assistance  was  $561,900  (1993,  $500,000),  all  of  which  was  used  for  operating 
assistance.  These  funds  are  received  from  the  counties  of  Alameda  and  Contra  Costa  to  meet,  in  part,  the  District’s 
operating  requirements  based  on  annual  claims  filed  by  the  District  and  approved  by  MTC. 

The  District  receives  state  operating  and  capital  assistance  from  State  Transit  Assistance  Funds  (STA).  For  the  year 
ended  June  30, 1994,  STA  assistance  was  $4,400,000  (1993,  nil),  of  which  $3,400,000  (1993,  nil)  was  used  for  capital 
purposes,  $1,000,000  (1993,  nil)  was  used  for  operating  assistance,  and  nil  (1993,  nil)  was  used  for  flow-through 
projects.  These  funds  are  allocated  by  MTC  based  on  the  ratio  of  the  District’s  transit  operation  revenue  and  local 
support  to  the  revenue  and  local  support  of  all  state  transit  agencies. 
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9.  Employees’  Retirement  Plan: 


Plan  Description: 

All  permanent  employees  are  eligible  to  participate  in  the  Public  Employees’  Retirement  Fund  (Fund)  of  the  State  of 
California’s  Public  Employees’  Retirement  System.  The  Fund  is  an  agent  multiple-employer  defined  benefit  retire- 
ment plan  that  acts  as  a common  investment  and  administrative  agent  for  various  local  and  state  governmental 
agencies  w/ithin  the  State  of  California.  The  Fund  provides  retirement,  disability,  and  death  benefits  based  on  the 
employee’s  years  of  service,  age  and  compensation.  Employees  vest  after  five  years  of  service  and  may  receive 
retirement  benefits  at  age  50.  These  benefit  provisions  and  all  other  requirements  are  established  by  State  statute 
and  District  ordinance. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for  covered  employees  for  the  years  ended  June  30, 
1994  and  1993  due  to  a surplus  of  the  District’s  portion  of  the  Fund’s  net  assets  over  the  District’s  pension  benefit 
obligation  caused  by  a change  in  1988  in  the  actuarial  valuation  method  and  an  actual  rate  of  return  on  investment 
assets  that  exceeded  the  assumed  rate.  The  District’s  covered  payroll  for  employees  participating  in  the  Fund  for 
the  years  ended  June  30, 1994  and  1993  was  $128,325,000  and  $121,630,000,  respectively.  The  District’s  1994  and 
1993  payroll  for  all  employees  was  $138,873,000  and  $131,135,000,  respectively.  The  District,  due  to  a Collective 
Bargaining  Agreement,  also  has  a legal  obligation  to  contribute  an  additional  9%  for  public  safety  personnel  and 
7%  for  miscellaneous  covered  employees.  Employees  have  no  obligation  to  contribute  to  the  Fund. 

Funding  Status  and  Progress: 

The  “pension  benefit  obligation”  is  determined  for  each  participating  employer  by  the  Fund’s  actuary  and  is  a 
standardized  disclosure  measure  that  results  from  applying  actuarial  assumptions  to  estimate  the  present  value  of 
pension  benefits,  adjusted  for  the  effects  of  projected  salary  increases  and  step  rate  benefits,  to  be  payable  in  the 
future  as  a result  of  employee  service  to  date.  The  measure  is  intended  to  help  users  assess  the  funding  status  of  the 
District’s  portion  of  the  Fund  to  which  contributions  are  made  on  a going-concern  basis,  assess  progress  made  in 
accumulating  sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons  among  employers.  The  measure  is 
the  actuarial  present  value  of  credited  projected  benefits  and  is  independent  of  the  funding  method  used. 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial  valuation  performed  as  of  June  30, 1993,  the 
latest  available  for  the  Fund.  The  significant  actuarial  assumptions  used  in  the  1993  valuation  to  compute  the  pen- 
sion benefit  obligation  were  an  assumed  rate  of  return  on  investment  assets  of  8.75%,  annual  payroll  increases  of 
4.5%  attributable  to  inflation,  .75%  attributable  to  real  salary  increases,  and  2%  attributable  to  merit  for  safety 
employees  and  1.75%  attributable  to  merit  for  other  employees,  and  no  postretirement  benefit  increases. 

The  funding  status  applicable  to  the  District’s  employee  group  at  June  30, 1993  (the  latest  available  for  the  Fund)  is 
summarized  as  follows  (in  thousands): 


Net  assets  available  for  benefits,  at  cost  (total  market  value,  $456,390)  $ 383,838 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently  receiving  benefits  and 

terminated  employees  not  yet  receiving  benefits  127,293 

Current  employees: 

Accumulated  employee  contributions  and  allocated 

investment  earnings  125,325 

Employer-financed,  vested  74,787 

Employer-financed,  nonvested  6,121 

Total  pension  benefit  obligation  333,526 

Net  assets  in  excess  of  pension  benefit  obligation  $ 50,312 
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Actuarially  Determined  Contributions  Required  and  Contributions  Made: 

The  funding  policy  of  the  Fund  provides  for  actuarially  determined  periodic  contributions  by  the  District  at  rates  such 
that  sufficient  assets  will  be  available  to  pay  benefits  when  due.  The  District  was  not  required  to  make  a contribution 
to  the  Fund  for  the  years  ended  June  30, 1994  and  1993  in  accordance  with  the  actuarially  determined  requirements 
computed  as  of  June  30,1993  and  1992,  respectively.  The  District’s  surplus  asset  position  is  being  offset  against 
the  current  year’s  normal  cost  contribution.  The  actuarially  determined  normal  cost  contribution  rate  before  reduction 
for  the  surplus  asset  amortization  was  15.435%  (1993, 16.244%)  for  safety  empioyees  and  7.259%  (1993,  8.237%)  for 
miscellaneous  employees. 

The  District’s  normal  cost  contribution  rate  is  determined  using  the  entry-age  normal  actuarial  cost  method,  a pro- 
jected benefit  cost  method.  It  takes  into  account  those  benefits  that  are  expected  to  be  earned  in  the  future  as  well 
as  those  already  accrued.  The  Fund  also  uses  the  level  percentage  of  payroll  method  to  amortize  the  unfunded 
actuarial  liability  through  the  year  2000. 

Significant  actuarial  assumptions  used  in  the  June  30, 1993  valuation  to  compute  the  actuarially  determined  contri- 
bution requirement  are  the  same  as  those  used  to  compute  the  pension  benefit  obligation  as  described  above. 

Historical  Trend  Information: 

Trend  information  gives  an  indication  of  the  progress  made  in  accumulating  sufficient  assets  to  pay  benefits  when 
due.  Ten-year  trend  information  is  not  yet  available.  For  the  District’s  portion  of  the  Fund,  trend  information  for  the  six 
years  ended  June  30, 1993  is  as  follows  (dollars  in  thousands): 


1993 

1992 

1991 

1990 

1989 

1988 

Net  assets  available  for  benefits,  at  cost 

$383,838 

$340,459 

$304,991 

$277,041 

$245,582 

$214,290 

Pension  benefit  obligation 

333,526 

275,530 

244,132 

225,168 

193,565 

171,353 

Net  assets  available  for  benefits  as  a percentage 
of  pension  benefit  obligation 

115.0% 

124.0% 

125.0% 

123.0% 

127.0% 

125.0% 

Assets  in  excess  of  pension  benefit  obligation 

$ 50,312 

$ 64,929 

$ 60,859 

$ 51,873 

$ 52,017 

$ 42,937 

Annual  covered  payroll 

121,630 

114,057 

105,614 

95,372 

85,746 

83,178 

Assets  In  excess  of  pension  benefit  obligation 
as  a percentage  of  annual  covered  payroll 

41.4% 

56.9% 

57.6% 

54.4% 

60.7% 

51.6% 

Contributions  made  in  accordance  with  actuarially 
determined  requirements  as  a percentage 
of  annual  covered  payroll 

Trend  information  for  1994  is  not  yet  available.  Also,  information  prior  to  1987  is  not  available. 


10.  Deferred  Compensation  Plan: 

The  District  offers  its  employees  a deferred  compensation  plan  created  in  accordance  with  Internal  Revenue  Code  (IRC) 
Section  457.  The  deferred  compensation  plan,  available  to  all  officers  and  employees,  permits  them  to  defer  a portion 
of  their  salary  until  future  years.  The  deferred  compensation  is  not  available  to  employees  until  retirement,  termina- 
tion, or  certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation  deferred  under  the  deferred  compensation  plan  and  all 
income  attributable  to  those  amounts  remain  the  property  of  the  District  (until  paid  or  made  available  to  the  partici- 
pants), subject  only  to  the  claims  of  the  District’s  general  creditors.  Participants’  rights  under  the  deferred  compen- 
sation plan  are  equal  to  those  of  general  creditors  of  the  District  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  account  for  each  participant.  The  plan  administrator  has  invested  the  deferred  amounts  in  numerous 
participant-directed,  uninsured  investments. 


Continued 
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10.  Deferred  Compensation  Plan  continued: 


District  management  believes  that  the  District  has  no  liability  under  the  terms  of  the  plan  for  any  amounts  other  than  i 

the  participants'  account  balances.  Management  further  believes  that  it  is  unlikely  that  it  will  use  the  assets  to  satisfy  ! 

the  claims  of  general  creditors  in  the  future. 

11.  Money  Purchase  Pension  Plan: 

All  District  employees,  except  sworn  police  officers,  participate  in  the  Money  Purchase  Pension  Plan,  which  is  a 
supplemental  retirement  program.  In  January  1981,  the  District’s  employees  elected  to  withdraw  from  the  Federal 
Social  Security  System  (FICA)  and  established  the  Money  Purchase  Pension  Plan.  The  District  contributes  an 
amount  equal  to  6.65%  of  covered  employee’s  annual  compensation  (up  to  $29,700  after  deducting  the  first  $133 
paid  during  each  month)  up  to  a maximum  annual  contribution  of  $1,868.  i 

Additionally,  the  District  contributes  to  each  employee’s  account  approximately  1.63%  of  covered  payroll  for  the  sav-  ' 

ings  realized  when  the  District  de-pooled  its  Public  Employees’  Retirement  Fund  (Fund)  account.  Effective  July  1, 1991 , 
the  District  discontinued  its  1.63%  contribution  on  behalf  of  members  of  United  Public  Employees’  Union  and 
Amalgamated  Transit  Union  employees  in  accordance  with  union  contractual  agreements.  This  amount  was  formerly 
paid  to  the  employee’s  Fund  account.  Flowever,  effective  July  1,1992,  this  contribution  was  discontinued  for  all 
employees.  Each  employee’s  account  is  available  for  distribution  upon  such  employee’s  termination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan  for  the  years  ended  June  30, 1994  and  1993  was 
$5,419,000  and  $5,447,000,  respectively.  Money  Purchase  Pension  Plan  assets  at  June  30, 1994  and  1993  (excluded 
from  the  accompanying  financial  statements)  were  $118,383,000  and  $116,517,000,  respectively. 

12.  Commitments  and  Contingencies: 

Litigation  and  Disputes  with  Contractors: 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes,  which  for  the  most  part  are  normal  to  the  District’s 
operations.  It  is  the  opinion  of  the  District’s  management  that  the  costs  that  might  be  incurred  in  the  disposition  of 
these  matters,  if  any,  would  not  materially  affect  the  District’s  financial  position  or  results  of  operations. 

Lease  Commitments: 

The  District  ieases  certain  facilities  under  operating  leases  with  original  terms  ranging  from  two  to  five  years  with 
options  to  renew. 

Future  minimum  rental  payments  under  noncancelable  operating  leases  with  initial  or  remaining  lease  terms  of  over 
one  year  at  June  30, 1994  are  as  follows: 


Operating  Leases 

1995 

$1,304,944 

1996 

21,306 

Total  minimum  payments 

$1,326,250 

Rent  expense  under  all  operating  leases  was  $1,647,000  and  $1,680,000  for  the  years  ended  June  30, 1994  and  1993, 
respectively. 
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Operating  Funds  1993-94 


Sources  of  Funds 

(in  thousands) 

Total  $242,211  100.00% 

Transactions  and  Use 
Sale  Tax 

$90,291  37.28% 

m Passenger  Fares 
$102,497  42.32% 

■ Property  Tax 

$12,344  5.09% 

■ Other 

$37,079  15.31% 

Investment  Income  and 
Other  Operating  Revenues* 

$10,731 4.43% 

Construction  Funds 

$21,386 8.83% 

Regional  Financial  Assistance 
Local 

$562  0.23% 

State 

$4,400  1.82% 


50%  Uses  of  Funds 

(in  thousands) 

Total  $242,211  100.00% 

Maintenance 
$92,195  38.07% 

40%  Transportation 

$69,349  28.63% 

General  Administration 
$55,422  22.88% 

■ Police  Services 

30% $14,361  5.93% 

■ Other 

$10,884  4.49% 

Capital  Designation 

$3,400 1.40% 

Construction  and  Engineering 

20% $7,484  3.09% 

10% 


Sources  of  Funds 

(in  thousands) 

Total  $372,605  100.00% 

Local 

$157,695  42.32% 

7J  State 

$124,776  33.49% 

■ Federal 

$66,811  17.93% 

■ District 

$23,323  6.26% 


Expenditures 

(in  thousands) 

Total  $372,605  100.00% 

Construction 
$330,789  88.78% 


Line 

$328,180 

88.08% 

Systemwide 

$2,067 

0.55% 

Construction  and  Engineering 

$542 

0.15% 

Equipment 

$33,739 

9.05% 

Train  Control 

$4,503 

1.21% 

Communications 

$2,075 

0.56% 

Transit  Vehicles 

$24,232 

6.50% 

Automatic  Eare  Collections 

$1,329 

0.36% 

Management  Information  Sys. 

$269 

0.07% 

Support  Vehicles 

$126 

0.03% 

I Studies  and  Others 

$8,077  2.17% 
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Performance  Highlights 


i 


In  its  21st  year  of  service  to  the  Bay  Area,  BART  patron- 
age for  fiscal  year  1994  totaled  73,175,021,  compared  to 
73,939,485  for  fiscal  year  1993.  We  find  this  1.0  percent 
decline  understandable  for  a period  that  saw  relatively  high 
unemployment  in  a region  struggling  to  begin  recovering 
from  a lingering  recession. 

Weekday  passenger  trips  averaged  251,981  versus 
253,838  for  the  previous  fiscal  year — a 0.7  percent  de- 
crease. Annual  passenger  miles  amounted  to  915,990,545, 
1.6  percent  below  last  year’s  931,234,916.  While  ridership 
for  peak  commute  hours  decreased  slightly,  from  47.5 
percent  at  the  end  of  FY93  to  47.2  percent  at  the  end  of 
FY94,  off-peak  patronage  increased  from  52.5  percent  to 
52.8  percent,  and  annual  trip  length  remained  at  12.6  miles. 

The  District’s  estimated  share  of  peak-period  transbay 
traffic  for  FY94  (including  cars,  buses,  and  trains)  was  44.1 
percent,  level  with  last  year’s  figure. 

Net  passenger  revenues  were  up  $232,500  for  the  year, 
from  $102,264,700  to  $102,497,200.  Total  operating  rev- 
enues— including  $10,639,200  in  interest  income,  adver- 
tising in  trains  and  stations,  and  other  income — were 
$113,136,400  in  FY94,  an  increase  of  $1,088,000  from 
the  previous  fiscal  year.  Net  operating  expenses 
were  $217,425,800,  3.3  percent  higher  than  last  year’s 
$210,389,110.  BART  funded  47.14  percent  of  its  FY94  net 
operating  expenses  from  net  passenger  revenues,  compar- 
ed to  a 48.61  percent  farebox  ratio  for  FY93.  The  District’s 


objective  is  to  fund  no  less  than  50  percent  of  its  net  rail 
operating  expenses  from  operating  revenues.  For  fiscal 
1994,  the  operating  ratio,  which  relates  total  operating  rev- 
enues to  total  net  operating  expenses,  was  52.03  percent. 

Net  rail  passenger  revenue  per  passenger  mile  was 
$0.11,  level  with  the  previous  year.  Rail  operating  cost  per 
passenger  mile  was  $0,228  versus  $0,217  last  year. 

Although  these  figures  are  close  to  the  District’s  objec- 
tives, they  reflect  the  inevitable  effects  of  inflation,  wherein 
costs  have  risen  faster  than  ridership  and  fares  have  not 
increased  since  1986. 

In  addition  to  funds  derived  from  passenger  fares,  inter- 
est income,  and  advertising,  BART  received  $90,291,000  (net 
of  $19,543,000  allocated  for  debt  service)  in  revenue  from 
75  percent  of  the  one-half-cent  transit  sales  tax  in  the  three 
BART  counties,  $4,962,000  in  local  and  state  financial 
assistance  and,  $12,344,000  (net  of  $47,259,000  allocated 
for  debt  service)  in  property  tax,  which  were  all  available 
for  operations.  Of  the  $4,962,000  local  and  state  financial 
assistance  available  for  operations,  $3,400,000  was  used  for 
capital  expenditures. 

While  these  numbers  paint  an  overall  performance  pic- 
ture of  BART  holding  its  own,  they  also  demonstrate  the 
challenges  we  have  been  facing  and  will  continue  to  face 
through  the  end  of  the  century  as  BART  pursues  its  ambi- 
tious program  of  system  rehabilitation  and  expansion  in 
the  face  of  a still-weak  economy. 


Performance  Highlights 

Rail  Ridership 

Annual  passenger  trips 
Average  weekday  trips 
Average  trip  length 
Annual  passenger  miles 
Daily  on-time  train  performance  (%) 

System  utilization  ratio  (passenger  miles  to  available  seat  miles) 
End-of-period  ratios; 

Peak  patronage 
Off-peak  patronage 

BART’S  estimated  share  of  peak  period  transbay  trips — cars,  trains  & buses 

Operations 

Annual  revenue  car  miles 

Unscheduled  train  removals— average  per  revenue  day 
Transit  car  availability  to  revenue  car  fleet 
Passenger  accidents  reported  per  million  passenger  trips 
Patron-related  crimes  reported  per  million  passenger  trips 

Financial 

Net  passenger  revenues 
Other  operating  revenues 
Total  operating  revenues 
Net  operating  expenses  (excluding  depreciation) 

Farebox  ratio  (net  passenger  revenues  to  net  operating  expenses) 
Operating  ratio  (total  operating  revenues  to  net  operating  expenses) 

Net  rail  passenger  revenue  per  passenger  mile 
Rail  operating  cost  per  passenger  mile 
Net  average  rail  passenger  fare''’ 

Notes 

General  note;  Data  re 
(a)  Based  on  MTC  tra 


FY  1994 

73,175,021 
251,981 
12.6  miles 
915,990,545 
95.4% 
30.9% 

47.2% 

52.8% 

44.1%'^’ 

42,331,866 

1.60 

84.0%'^’ 

13.20 


$ 102,497,200 
$ 10,639,200 
$ 113,136,400 
$ 217,425,800 
47.14% 
52.03% 
$ 0.110 
$ 0.228 
$ 1.38 


FY  1993 

73,939,485 
253,838 
12.6  miles 
931,234,916 
95.9% 
31.8% 

47.5% 

52.5% 

44.1%'^’ 

41,893,212 

1.65 

79.6% 

12.50 

67.10 

$102,264,700 
$ 9,783,700 

$ 112,048,400 
$210,389,100 
48.61  % 
53.26% 

$ 0.110 
$ 0.217 

$ 1.37 


ents  annual  averages  unless  otherwise  noted 

ly  survey,  7-9  a.m.  and  4-6  p.m.,  (b)  At  4 a.m.  each  day.,  (c)  Includes  BART/MUNI  Fast  P 
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BART  San  Francisco  Bay  Area  Rapid  Transit  District  (BART) 

Headquarters  in  Oakland,  California 
800  Madison  Street,  RO.  Box  12688 
Oakland,  CA  94604-2688 
(415)  464-6000 

Established  in  1957  by  the  California  State  Legislature.  Authorized 
to  plan,  finance,  construct,  and  operate  rapid  transit  system. 

Governed  by  a Board  of  Directors  elected  for  four-year  terms  by 
voters  in  nine  election  districts  within  the  counties  of  Alameda, 

Contra  Costa  and  San  Francisco. 
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BART 


TRANSITION 


Message  from  Richard  White, 
General  Manager 


In  the  decades  to  come,  the  Bay  Area  Rapid 
Transit  District  will  recall  1995  as  the  year  we 
finally  bridged  the  gap  between  the  first  and 
second  generations  of  rail  transit  service.  During 
this  year  of  transition,  BART  faced  the  challenge 
of  forging  ahead  with  $2.6  billion  expansion  while 
revitalizing  our  existing  22-year-old  rail  system. 
We  faced  this  double  challenge  against  a back- 
drop of  nationwide  financial  belt-tightening  and 
the  lingering  symptoms  of  the  California  reces- 
sion. We  had  to  ask  ourselves,  “How  can  we  push 
ahead  with  three  new  extensions  and  at  the  same 
time  enhance  our  performance,  safety  and  acces- 
sibility on  the  existing  system?”  As  BART  prepar- 
ed for  the  exciting  changes  of  FY94-95,  we  drew 
inspiration  from  our  long  tradition  of  innovation 
and  determination. 

It  was  fitting  that  BART  should  embark  on  a 
schedule  of  visionary  projects  in  the  same  year 


we  celebrated  the  20th  anniversary  of  the  Trans- 
bay Tube,  a modern  engineering  wonder.  On 
September  16, 1974,  this  3.6-mile  construction 
of  tubular  steel  and  reinforced  concrete  carried 
its  first  passengers  under  the  Bay  from  Hayward 
through  West  Oakland  to  San  Francisco.  On  that 
day,  the  Transbay  Tube  claimed  the  distinction 
of  being  the  longest  underwater  transportation 
tube  in  the  world.  To  date,  the  Tube  has  carried 
more  than  one-half  billion  passengers.  Nearly 
half  of  the  people  who  traverse  the  Bay  each  day 
ride  BART  through  this  135-foot-deep  underwater 
passage.  Those  passenger  volumes  will  increase 
when  we  open  the  first  segments  of  our  planned 
35  miles  of  new  extension  track. 

Extension  Milestones 

BART  took  giant  leaps  ahead  on  the  exten- 
sion projects  with  the  help  of  an  alliance  of  fed- 
eral, local  and  state  partners  including  the  Califor- 
nia Department  of  Transportation,  the  California 
Transportation  Commission,  the  Federal  Transit 
Administration,  San  Mateo  County  Transit  District, 
Alameda  County  Transportation  Authority,  Contra 
Costa  Transportation  Authority,  the  Metropolitan 
Transportation  Commission  and,  or  course,  the  Bay 
Area  taxpayers.  After  years  of  planning,  the  first 
new  BART  station  built  in  30  years  will  open  its 
fare  gates  in  North  Concord  by  the  end  of  1995. 
Getting  to  that  point  hasn't  been  easy. 

The  winter  storms  of  1995  tried  their  best  to 
hold  us  back.  BART  plotted  the  construction  sche- 
dule using  30  years  of  National  Weather  Service 
data  which  recorded  an  average  of  14  days  of  rain 


a year.  We  expected  a total  of  no  more  than  42 
stormy  interruptions  during  the  last  three  years. 
Instead  workers  were  hit  with  221  wet  days. 

The  1995  winter  storms  and  floods  had  the 
biggest  impact  on  the  Dublin/Pleasanton  Exten- 
sion. The  14-mile  Alameda  county  project,  which 
will  connect  Castro  Valley,  Dublin  and  Pleasanton 
to  the  Fremont  line,  suffered  a chain  reaction  of 
rain  days  that  pushed  the  grand  opening  of  the 
new  line  to  1996. 

The  Pittsburg/Antioch  Extension  will  be  the 
first  of  the  new  extensions  to  carry  passengers. 
That  project  adds  7.8  miles  of  double  track  to 
connect  eastern  Contra  Costa  to  the  existing 
Concord  Station.  The  North  Concord/Martinez 
Station  is  scheduled  to  open  by  the  end  of  1995. 

The  Colma  Station  Extension  will  follow 
shortly  thereafter.  Less  than  2 miles  long,  Colma 
is  expected  to  generate  an  additional  12,000 
daily  trips,  and  provide  the  first  step  towards 
BART’S  link  to  the  San  Francisco  International 
Airport.  In  the  second  half  of  FY95,  BART  reach- 
ed an  historic  agreement  with  SamTrans  for  the 
design  of  the  airport  extension  and  secured  the 
next  round  of  federal  appropriations  to  keep 
this  vital  transportation  project  on  track.  BART 
engineers  redesigned  a connection  that  will 
realize  the  goal  of  delivering  at  least  50%  of 
travelers  within  a 4-5  minute  walking  distance 
of  their  boarding  gates.  This  option  calls  for  an 
aerial  structure  that  drops  passengers  off  inside 
the  new  International  Terminal  complex  area.  It 
would  cost  $200  million  less  than  the  $1.27  bil- 
lion needed  to  tunnel  a subway  under  the  airport 


The  Automatic  Fare  Collection 
(AFC)  Division  is  responsible 
for  performing  maintenance 
on  BART’S  Train  Destination 
Signs  (TOS). 


BART’S  customer  outreach 
program  “Customer 
Connections”  was  designed 
to  put  BART  staff  directly 
into  personal  contact  with 
BART  customers. 


To  celebrate  its  20th 
Anniversary,  BART  held 
a once  in  a lifetime  public 
tour  of  the  Transbay  Tube 
on  September  17. 


Displayed  at  various  BART 
stations,  the  “Quilt  of  Tears” 
exhibit  consists  of  five 
brightly  colored  quilts 
featuring  individual  squares 
crafted  by  the  families  and 
friends  of  crime  victims. 


More  than  250  daughters  of 
BART  employees  participated 
for  the  third  annual  “Take 
Our  Daughters  to  Work  Day.” 


.terminal.  In  the  coming  year,  BART  will  continue 
■airport  design  work  and  the  East  Bay  construction 
work,  incorporating  many  high-tech  innovations 

< nto  the  expanding  system. 

Acceleration  Onto  The 
Info-Highway 

Known  worldwide  for  its  cutting-edge 
engineering  and  design  achievements,  BART 
continued  the  tradition  of  pioneering  technology, 
n a first  of  its  kind  public-private  partnership, 
' 3ART  accelerated  toward  the  Information  Super- 
lighway  last  fall  with  an  innovative  contract  for 
' the  installation  of  a fiber  optics  communications 
' letwork.  This  high-speed  information  transmis- 
sion which  will  yield  an  immediate  value  to  BART 
' of  over  $40  million  in  the  form  of  a new  system- 
i wide  Telecommunications  System, 
i BART,  MFS  Network  Technologies,  Inc.,  and 
‘ Pitney  Bowes  Credit  Corp.  forged  an  agreement 
' to  lease  the  District’s  right-of-way  for  installation 

■ of  a fiber  optics  cable  system.  The  communlca- 

■ tions  cable  will  run  along  BART’s  existing  71.5 
1 miles  of  track  and  35  miles  of  new  extension 
1 track.  In  a separate  agreement  between  BART 
■^■1  and  the  California  Department  of  Transportation, 

^ the  cables  will  also  run  along  the  freeway  medl- 
- ans  BART  shares  with  Caltrans. 

' The  fiber  optics  agreement  not  only  maxi- 
i mizes  the  taxpayers’  investment  in  the  extensions 

< but  also  creates  a new  revenue  stream  to  help 
f fund  operations.  BART  could  earn  additional  rev- 
enues over  the  20-year  life  of  the  lease  beyond 

‘ the  current  value  of  a new  $40  million  telecom- 


munications system.  Potential  users  include  cable 
television,  paging  and  cellular  phone  providers. 
MClmetro,  a subsidiary  of  the  MCI  telecommuni- 
cations company,  was  the  first  to  take  advantage 
of  BART’S  unique  infrastructure  system.  MClmetro 
will  complete  its  link  between  San  Francisco  and 
the  East  Bay  through  the  Transbay  Tube. 

BART  broke  high-tech  ground  again  when 
we  became  the  first  transit  district  in  the  nation 
to  receive  a defense  conversion  grant  from  the 
federal  government.  The  $19.5  million  grant  is  to 
convert  military  “radio  frequency  position  locat- 
ing” technology  into  an  automatic  train  control 
system.  This  technology  formed  the  centerpiece 
of  the  government’s  80s  era  “Star  Wars”  missile 
defense  system.  Through  a partnership  with 
Hughes  Aircraft  and  Morrison  Knudsen,  BART 
will  create  a system  for  running  trains  closer 
together. 

In  another  partnership,  we  are  working  with 
scientists  from  Sandia  National  Laboratories  to 
adapt  defense  technology  to  make  BART  quieter. 
Researchers  will  tackle  BART  noise  levels  with 
the  same  techniques  used  to  make  submarines 
run  silent  to  avoid  enemy  detection. 

BART  moved  another  mile  closer  to  the  pol- 
lution-free “all  electric  commute”  with  plans  to 
bring  the  first  of  40  two-passenger  electric  cars 
to  BART  stations  by  the  end  of  1995.  The  cars  will 
be  leased  to  employees  from  PG&E,  BART  and 
Sybase.  PG&E,  the  Bay  Area  Air  Quality  Manage- 
ment District,  CALSTART,  the  Advanced  Research 
Projects  Agency  and  the  California  Energy  Com- 
mission are  funding  the  electric  fleet.  The  West 


Berkeley  Business  Association  joined  BART’s 
efforts  with  an  electric  shuttle  bus  to  bring  em- 
ployees of  their  business  district  to  and  from  the 
Ashby  and  North  Berkeley  stations. 

Fiscal  Healthcare 

BART’s  Board  of  Directors  approved  a $227 
million  operating  budget  for  FY1994/95.  We 
secured  the  addition  of  $100  million  in  revenue 
over  the  next  three  years  with  a passenger  fare 
increase  — the  first  since  1986.  The  increased 
revenue  will  be  used  to  pay  for  badly  needed 
renovation  of  BART’s  original  fleet  of  train  cars, 
as  well  as  station  escalators,  change  and  ticket 
machines,  lighting  and  other  improvements.  The 
money  will  also  help  fund  operating  costs  for 
the  new  extensions  and  government-mandated 
access  requirements  to  satisfy  the  Americans 
With  Disabilities  Act.  Fares  went  up  an  average 
15  percent  in  April  1995  with  planned  increases 
of  13  percent  in  April  1996  and  11.4  percent  In 
April  1997.  BART  directors  also  trimmed  dis- 
counts for  seniors,  youth  and  disabled  fares  to 
75  percent  of  full  fare  from  90  percent. 

The  fare  increase  came  on  the  heels  of  sig- 
nificant staff  reductions.  Over  the  prior  two  years, 
the  district  cut  55  staff  positions,  more  than  half 
of  them  from  administration. 

In  the  midst  of  the  growing  financial  chal- 
lenges during  fiscal  year  1995,  BART  reached 
a contract  agreement  with  its  two  largest  em- 
ployee unions  representing  nearly  2,000  workers. 
Service  Employees  International  Union  Local  790 
and  Amalgamated  Transit  Union  Local  1555  will 


One  of  the  wettest  winters 
in  years  caused  construction 
deiays  on  BART  extension 


To  promote  awareness  that 
BART  is  interested  in  working 
with  iocai  community  groups, 
trees  were  pianted  at  the 
PieasantHiii  BART  Station. 


BART  IN  T R A N S 


receive  two  percent  pay  increases  during  each 
of  the  three  years  of  the  contract.  A critical  cost- 
saving component  in  the  labor  agreement  has  a 
provision  for  paying  new  hires  at  a lower  rate 
than  tenured  BART  employees. 

Car  Refurbishing 

About  one-third  of  the  new  fare  revenue  will 
pay  for  renovation  of  BART’s  original  439-car 
transit  fleet.  We  awarded  AEG  Transportation 
Systems  a S330  million  contract  to  conduct  the 
renovation — the  largest  in  BART  history.  The  ren- 
ovation effort  will  add  another  15-20  years  to  the 
life  of  the  cars  at  one-third  the  cost  of  new  cars. 
Passengers  will  benefit  from  more  reliable  and 
energy-efficient  transportation.  The  car  renovation 
is  an  important  segment  of  the  District’s  10-year, 
SI  billion  systemwide  overhaul. 

BART  launched  the  renovation  program  in 
May  with  the  sale  of  revenue  bonds.  In  a show  of 
confidence  in  the  BART  system,  Wall  Street  in- 
vestors eagerly  bought  up  BART  bonds  within 
2 'h  hours  of  bond  issue  at  the  favorable  interest 
rates  of  4.15  to  5.7  percent.  The  successful  sale 
followed  the  increase  in  BART’s  bond  ratings 
from  single-A-plus  to  double-AA-minus  by 
Standard  & Poor’s.  The  Metropolitan  Transporta- 
tion Commission  is  supplying  $450  million  in 
local,  state  and  federal  funds  for  the  overall 
systemwide  renovation. 

Accessibility  Upgrades 

Determined  to  improve  BART’s  accessibility 
to  disabled  passengers,  we  created  the  East  Bay 


Paratransit  Consortium  with  AC  Transit.  This  group 
oversees  delivery  of  transportation  for  seniors 
and  disabled  passengers  who  can’t  get  to  the 
fixed-route  rail  or  bus  system.  Service  through 
taxi  cabs  and  lift-equipped  vans  will  start  in  1996. 

We  targeted  20  key  train  stations  for  dis- 
abled access  enhancements.  The  District  will 
provide  accessible  fare  equipment,  improve  sig- 
nage and  better  maintain  elevators  that  allow 
mobility  impaired  passengers  to  enter  the  station 
platforms.  A telephone  hotline  gives  passengers 
updates  on  which  station  elevators  are  in  service 
that  day.  At  the  Powell  Street  Station  in  San  Fran- 
cisco, we  tested  talking  signs  for  the  sight- 
impaired.  We  also  continued  to  fund  paratransit 
service  in  the  Hayward/Union  City/Fremont 
area  and  the  El  Cerrito/Richmond/San  Pablo 
communities. 

Enhancing  Safety  and 
Convenience 

Through  all  these  many  ambitious  changes 
at  BART,  we  have  tried  to  keep  the  community  a 
part  of  the  activity.  We  got  together  with  many  of 
our  passengers  through  “Customer  Connections,” 
a meeting  of  minds  between  BART  administrators 
and  commuters.  We  visited  stations  and  listened 
first-hand  to  the  riders.  These  encounters  renew- 
ed our  commitment  to  making  BART  a safe  and 
pleasant  transportation  alternative. 

To  meet  the  demands  of  BART  passengers 
for  greater  visible  police  presence,  we  embarked 
on  a strategy  to  decentralize  police  services.  A 
new  police  station  opened  at  the  Powell  Street 


I T ION 

Station  in  downtown  San  Francisco.  BART  plans  ; 
to  open  similar  stations  at  the  El  Cerrito  Del  i 
Norte,  Bayfair  and  Walnut  Creek  stations  to  bring 
officers  closer  to  the  outlying  communities.  The 
Lake  Merritt  station  below  BART  headquarters  in  ; 
Oakland  will  continue  to  serve  that  community. 

To  address  passenger  concern  about  park-  ^ 
ing  problems,  we  opened  multi-level  garages  last  | 
year  in  Walnut  Creek,  Concord  and  Flayward  for  ; 
an  additional  2,300  spaces. 

Heading  For  The  Future  ! 

When  the  extensions  open  in  1995  and  in  j 
1996,  BART  will  welcome  an  additional  3.7  million  | 
new  riders  a year  for  a total  of  more  than  73.3  i 
million.  We  expect  to  increase  peak  service  33 
percent  with  the  overall  addition  of  14  trains 
during  peak  hours.  We  will  concentrate  on  keep- 
ing stations  and  cars  both  clean  and  secure. 
With  the  $6.8  million  we’ve  saved  through  cost- 
containment  strategies,  we’ll  be  removing  graffiti, 
washing  cars  inside  and  out.  We’ll  be  building  on  . 
the  foundations  of  efficiency  and  organization 
perfected  over  the  last  several  years  to  carry  out 
these  plans.  In  FY95  we  put  BART’s  future  on  . 
track,  and  in  the  coming  year  we  will  dedicate  : 
our  energy  to  turning  the  power  on. 

Richard  A.  White 

General  Manager,  Bay  Area  Rapid  Transit  i 
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REPORT  OF  INDEPENDENT  ACCOUNTANTS 


To  the  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District; 

We  have  audited  the  accompanying  financial  statements  of  the  San  Francisco  Bay  Area  Rapid  Transit 
District  (the  District)  as  of  June  30, 1995  and  1994  and  for  the  years  then  ended.  These  financial 
statements  are  the  responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards  and  Government 
Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assess- 
ing the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  eval- 
uating the  overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a reasonable 
basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June  30, 1995  and  1994, 
and  the  results  of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with 
generally  accepted  accounting  principles. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  reports  dated  November 
20,  1995,  on  our  consideration  of  the  District’s  internal  control  structure  and  on  its  compliance 
with  laws  and  regulations. 


O 

November  20, 1995 


Coopers  & Lybrand  L.L.R,  a registered  limited  liability  partnership,  is  a member  firm  of  Coopers  & Lybrand  (International). 


San  Francisco  Bay  Area  Rapid  Transit  District 

Balance  Sheets 

June  30, 1995  and  1994 


(IN  THOUSANDS) 


1995 

1994 

Assets 

Current  assets: 

Cash  and  cash  equivalents 

$ 64,581 

$ 65,539 

Investments 

4,235 

7,020 

Total  cash,  cash  equivalents  and  investments  (including  restricted 

cash  and  investments  of  $4,602  in  1995  and  $7,102  in  1994) 

68,816 

72,559 

Deposits  held  by  trustee  - restricted 

62,840 

16,761 

Capital  grants  and  contributions  receivable  - restricted 

72,385 

94,765 

Other  receivables 

9,873 

9,766 

Materials  and  supplies 

20,128 

22,465 

Total  current  assets 

234,042 

216,316 

Restricted  and  designated  assets: 

Investments  for  capital  purposes 

313,763 

243,938 

Deposits  held  by  trustee 

0 

3,313 

Board  designated  investments 

17,606 

18,490 

Deferred  compensation  plan  investments 

121,856 

101,785 

Facilities,  property  and  equipment,  net 

2,682,992 

2,370,575 

Total  assets 

$3,370,259 

$2,954,417 

Liabilities  and  Fund  Equity 

Current  liabilities: 

Current  portion  of  long-term  debt 

$ 48,795 

$ 46,660 

Payroll  and  other  liabilities 

66,187 

53,057 

Current  portion  of  self-insurance  liabilities 

9,544 

8,370 

Unearned  passenger  revenue 

2,462 

2,325 

Total  current  liabilities 

126,988 

110,412 

Contracts  payable  - restricted  assets 

58,402 

41,173 

Self-insurance  liabilities 

7,338 

9,814 

Deferred  compensation  plan  liabilities 

121,856 

101,785 

Long-term  debt,  net 

572,302 

444,176 

Total  liabilities 

886,886 

707,360 

Commitments  and  contingencies  (Note  13) 
Fund  equity: 

Contributed  capital 

1,582,962 

1,383,677 

Retained  earnings 

900,411 

863,380 

Total  fund  equity 

2,483,373 

2,247,057 

Total  liabilities  and  fund  equity 

$3,370,259 

$2,954,417 

See  notes  to  financial  statements. 


San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Revenues  and  Expenses 

for  the  years  ended  June  30,1995and  1994 


(IN  THOUSANDS) 


1995 

1994 

Operating  revenues: 

Fares 

$ 103,877 

$ 102,497 

Other  (including  investment  income) 

12,663 

10,639 

Total  operating  revenues 

116,540 

113,136 

Operating  expenses: 

Transportation 

70,174 

69,349 

Maintenance 

92,201 

92,195 

Police  services 

15,512 

14,361 

Construction  and  engineering 

7,419 

7,484 

General  and  administrative 

59,346 

55,422 

Depreciation 

45,581 

48,174 

Total  operating  expenses 

290,233 

286,985 

Less  capitalized  costs 

(26,318) 

(21,386) 

Net  operating  expenses 

263,915 

265,599 

Operating  loss 

(147,375) 

(152,463) 

Other  revenues  (expenses): 

Transactions  and  use  tax  (sales  tax) 

115,186 

109,834 

Property  tax 

57,236 

59,603 

State  financial  assistance 

— 

4,400 

Local  financial  assistance 

550 

562 

Other  investment  income 

13,312 

11,609 

Interest  expense 

(26,999) 

(28,518) 

Other  expense,  net 

(578) 

(171) 

Total  other  revenues 

158,707 

157,319 

Net  income 

$ 11,332 

$ 4,856 

See  notes  to  financial  statements. 


San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Changes  in  Fund  Equity 

for  the  years  ended  June  30, 1995  and  1994 


(in  thousands) 

Balances,  June  30,1993 
Net  income 

Other  additions  (deductions): 

Contributed  capital 

Depreciation  of  assets  acquired  with  contributed  capital 
Balances,  June  30, 1994 
Net  income 

Other  additions  (deductions): 

Contributed  capital 

Depreciation  of  assets  acquired  with  contributed  capital 
Balances,  June  30, 1995 


(in  thousands) 

Contributed 

Retained 

Total 

Capital 

Earnings 

Fund  Equity 

$1,061,681 

$ 835,444 

$1,897,125 

- 

4,856 

4,856 

345,076 

_ 

345,076 

(23,080) 

23,080 

— 

1,383,677 

863,380 

2,247,057 

- 

11,332 

11 ,332 

224,984 

_ 

224,984 

(25,699) 

25,699 

— 

$1,582,962 

$ 900,411 

$2,483,373 

See  notes  to  financial  statements. 


San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Cash  Flows 

for  the  years  ended  June  30, 1995  and  1994 


(in  thousands) 


1995 

1994 

Cash  flows  from  operating  activities: 

Operating  loss 

$ (147,375) 

$ (152,463) 

Less  investment  income  included  in  operating  revenue 

(8,814) 

(7,177) 

Operating  loss  excluding  investment  income 

(156,189) 

(159,640) 

Adjustments  to  reconcile  operating  loss  to  net  cash  used  in  operating  activities: 

Depreciation 

45,581 

48,174 

Net  effect  of  changes  in: 

Receivables 

22,273 

4,363 

Materials  and  supplies 

2,337 

453 

Payroll  and  other  liabilities 

13,130 

4,035 

Self-insurance  liabilities 

(1 ,302) 

706 

Unearned  passenger  revenue 

137 

227 

Net  cash  used  in  operating  activities 

(74,033) 

(101,682) 

Cash  flows  from  noncapital  financing  activities: 

Transactions  and  use  tax  received 

93,625 

90,291 

Property  tax  received 

12,002 

12,344 

Financial  assistance  received 

550 

4,962 

Net  cash  provided  by  noncapital  financing  activities 

106,177 

107,597 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

21,561 

19,543 

Property  tax  received 

45,234 

47,259 

Interest  paid  on  debt 

(25,514) 

(27,568) 

Capital  grants  received 

224,984 

322,168 

Principal  paid  on  long-term  debt 

(46,660) 

(43,515) 

Repayment  of  Commercial  Paper  Notes 

— 

(100,000) 

Proceeds  from  issuance  of  sales  tax  revenue  bonds 

135,000 

— 

Bond  issuance  costs 

(4,649) 

— 

Expenditures  for  facilities,  property  and  equipment 

(338,957) 

(357,711) 

Proceeds  from  note  payable 

44,550 

— 

Other,  net 

(3) 

789 

Net  cash  provided  by  (used  in)  capital  and  related  financing  activities 

55,546 

(139,035) 

Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 

566,118 

400,383 

Sale  of  investments  to  repay  Commercial  Paper  Notes 

— 

100,000 

Purchase  of  investments 

(665,903) 

(370,977) 

Interest  on  investments 

11,137 

11,609 

Net  cash  provided  by  (used  in)  investing  activities 

(88,648) 

141,015 

Net  increase  (decrease)  in  cash  and  cash  equivalents 

(958) 

7,895 

Cash  and  cash  equivalents,  beginning  of  year 

65,539 

57,644 

Cash  and  cash  equivalents,  end  of  year 

$ 64,581 

$ 65,539 

See  notes  to  financial  statements. 


San  Francisco  Bay  Area  Rapid  Transit  District 

Notes  to  Financial  Statements 


1.  Significant  Accounting  Policies: 

Description  of  Reporting  Entity: 

The  San  Francisco  Bay  Area  Rapid  Transit  District  (the  District)  is  a public  agency  created  by  the  legislature  of  the 
State  of  California  in  1957  and  regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit  District  Act,  as  amended,  and 
subject  to  transit  district  law  as  codified  in  the  California  Public  Utilities  Code.  The  disbursement  of  funds  received 
by  the  District  is  controlled  by  statutes  and  by  provisions  of  various  grant  contracts  entered  into  with  federal,  state 
and  local  agencies. 

The  District  has  defined  its  financial  reporting  entity  in  accordance  with  Government  Accounting  Standards  No.  14, 
which  states  that  the  financial  reporting  entity  should  consist  of  (a)  the  primary  government,  (b)  the  organizations  for 
which  the  primary  government  is  financially  accountable,  and  (c)  the  other  organizations  for  which  the  nature  and 
significance  of  their  relationship  with  the  primary  government  are  such  that  exclusion  would  cause  the  reporting 
entity’s  financial  statements  to  be  misleading  or  incomplete.  Based  on  this  definition,  the  financial  statements  of  the 
District  (the  primary  government)  include  those  of  the  Transit  Financing  Authority  (the  Authority),  a component  unit. 

Basis  of  Accounting  and  Presentation: 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this  method,  revenues  are  recorded  when  earned  and 
expenses  are  recorded  when  the  related  liability  is  incurred. 

The  financial  statements  of  the  District  are  presented  as  an  enterprise  fund  and  are  accounted  for  in  separate  funds, 
principally  the  Operating  Fund,  Construction  Fund  and  Debt  Service  Fund.  Such  funds  are  combined  for  financial  re- 
porting purposes  in  order  to  present  the  financial  position  and  results  of  operations  of  the  District  as  a whole. 

Cash  and  Cash  Equivalents: 

The  District  considers  all  highly  liquid  investments  with  a maturity  of  three  months  or  less  when  purchased  to  be  cash 
equivalents.  Deposits  held  by  trustee,  deferred  compensation  plan  investments,  and  investments  restricted  for  Board 
designated  purposes  are  treated  as  investments. 

Investments: 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  investments  of  the  deferred  compensation  plan  which  are 
stated  at  market  value.  As  a matter  of  policy,  the  District  holds  investments  until  their  maturity. 

Deposits  Held  by  Trustee: 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held  by  trustee  banks  in  accordance  with  the  District’s 
various  bond,  note  and  commercial  paper  indentures  and  for  general  debt  service  requirements.  Deposits  are  stated 
at  cost. 

Restricted  and  Designated  Cash  and  Investments: 

Certain  cash  and  investments  are  classified  as  restricted  and  designated  assets  on  the  balance  sheets  because  their 
use  is  limited,  either  by  certain  bond  covenants  or  by  the  Board  of  Directors’  designations.  The  use  of  these  funds  is 
restricted  for  use  in  construction  or  for  debt  service  payments. 

Materials  and  Supplies: 

Materials  and  supplies  consist  primarily  of  replacement  parts  for  the  system  and  rail  vehicles.  Materials  and  supplies 
are  stated  at  cost,  which  approximates  market,  using  the  average-cost  method.  Materials  and  supplies  are  expensed 
as  consumed. 


Facilities,  Property  and  Equipment: 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated  using  the  straight-line  method  over  the  estimated 
useful  lives  of  the  assets.  Depreciation  expense  on  assets  acquired  with  capital  grant  funds  is  transferred  to  con- 
tributed capital  after  being  charged  to  operations. 

Major  improvements  and  betterments  to  existing  facilities  and  equipment  are  capitalized.  Costs  for  maintenance  and 
repairs  which  do  not  extend  the  useful  life  of  the  applicable  assets  are  charged  to  expense  as  incurred.  Upon  dispo- 
sition, costs  and  accumulated  depreciation  are  removed  from  the  accounts  and  resulting  gains  or  losses  are  includ- 
ed in  operations. 

The  District  capitalizes  certain  interest  income  and  expense  related  to  tax-free  borrowings.  The  net  effect  of  such 
interest  capitalization  was  to  increase  (decrease)  expenditures  for  facilities,  property  and  equipment  by  $1,833,000 
and  $(303,000)  during  the  years  ended  June  30, 1995  and  1994,  respectively,  for  the  difference  between  interest 
income  and  interest  expense  from  applicable  borrowings. 

Compensated  Absences: 

Compensated  absences  are  accrued  and  reported  as  a liability  in  the  period  earned.  Amounts  payable  at  June  30 
are  included  on  the  balance  sheets  in  payroll  and  other  liabilities. 

Unearned  Passenger  Revenue: 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  purchased  which  have  not  yet  been  used. 

Contributed  Capital: 

The  District  receives  grants  from  the  Federal  Transit  Administration  (FTA)  and  other  agencies  of  the  U.S.  Department 
of  Transportation,  state,  and  local  transportation  funds  for  the  acquisition  of  transit  related  equipment  and  improve- 
ments. Capital  grants  are  recognized  as  donated  capital  to  the  extent  that  costs  under  the  grant  have  been  incurred 
and  recorded  as  assets.  Capital  grant  funds  earned,  less  amortization  equal  to  accumulated  depreciation  of  the 
related  assets,  are  Included  in  contributed  capital. 

Transactions  and  Use  Tax  (Sales  Tax)  Revenue: 

State  of  California  legislation  authorizes  the  District  to  impose  a >2%  transaction  and  use  tax  within  District 
boundaries  which  is  collected  and  administered  by  the  State  Board  of  Equalization.  Of  amounts  available  for  distrib- 
ution, 75%  is  paid  directly  to  the  District’s  trustee  for  the  purpose  of  paying  bond  interest,  principal  and  expenses. 
Monies  not  required  for  these  purposes  are  transmitted  to  the  District.  The  remaining  25%  is  allocated  by  the  Metropoli- 
tan Transportation  Commission  (MTC)  to  the  District,  the  City  and  County  of  San  Francisco,  and  the  Alameda-Contra 
Costa  Transit  District  for  transit  services.  The  District  records  the  total  transactions  and  use  taxes  earned  (including 
amounts  paid  to  the  trustee)  as  revenue. 

Property  Taxes,  Collection  and  Maximum  Rates: 

The  State  of  California  Constitution  Article  XIII A provides  that  the  general  purpose  maximum  property  tax  rate  on  any 
given  property  may  not  exceed  1%  of  its  assessed  value  unless  an  additional  amount  for  general  obligation  debt  has 
been  approved  by  voters.  Assessed  value  is  calculated  at  100%  of  market  value  as  defined  by  Article  XIII  A and  may 
be  adjusted  by  no  more  than  2%  per  year  unless  the  property  is  sold  or  transferred.  The  State  Legislature  has  deter- 
mined the  method  of  distribution  of  receipts  from  a 1%  tax  levy  among  the  counties,  cities,  school  districts  and 
other  districts,  such  as  the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service  requirements  of  its  General  Obligation  Bonds.  The 
District  also  receives  an  allocation  of  property  tax  revenues  for  transit  operations.  San  Francisco,  Alameda  and  Contra 
Costa  Counties  assess  properties  and  bill  for,  collect,  and  distribute  property  taxes.  Property  taxes  are  recorded 
as  revenue  and  receivables,  net  of  estimated  uncollectibles,  in  the  fiscal  year  of  levy. 

Financial  Assistance  Grants: 

Financial  assistance  grants  are  accrued  as  other  revenue  in  the  period  to  which  the  grant  applies. 
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2.  Cash  and  Investments: 


The  District  maintains  a cash  and  investment  pool  that  includes  cash  and  investments  available  for  general  use  and 
restricted  for  Board  designated  purposes.  Cash  and  investments  of  the  District’s  deferred  compensation  plan  (see 
Note  11)  are  held  separately  by  the  plan’s  administrator. 

Deposits; 

At  June  30, 1995  (and  1994),  the  District’s  cash  on  hand  was  $750,000  (1994,  $732,000),  and  the  carrying  amount  of 
the  District’s  time  and  demand  deposits  was  $(8,052,000)  (1994,  $892,000)  with  the  corresponding  bank  balance  of 
$4,359,000  (1994,  $8,847,000).  Of  the  bank  balance,  $200,000  for  1995  and  1994,  was  insured  by  federal  depository 
insurance  or  collateralized  by  securities  held  by  the  District’s  agent  in  the  District’s  name,  and  $4,159,000  (1994, 
$8,647,000)  is  required  by  Section  53652  of  the  California  Government  Code  to  be  collateralized  110%  by  the  pledg- 
ing financial  institutions.  Such  collateral  is  not  required  to  be  in  the  District’s  name. 


Investments: 

State  of  California  statutes  and  District  policy  authorize  the  District  to  invest  in  obligations  of  the  U.S.  Treasury,  its 
agencies  and  instrumentalities,  bankers’  acceptances,  repurchase  and  reverse  repurchase  agreements,  and  the  State 
Treasurer’s  investment  pool.  The  District  did  not  enter  into  any  reverse  repurchase  agreements  during  1995  or  1994. 


The  District’s  investments  are  categorized  below  to  give  an  indication  of  the  credit  risk  assumed  by  the  District  at 
June  30, 1995.  Category  1 includes  investments  that  are  insured  or  registered  or  for  which  the  securities  are  held  by 
the  District  or  its  agent  in  the  District’s  name.  Category  2 includes  uninsured  and  unregistered  investments  for  which 
the  securities  are  held  by  the  broker’s  or  dealer’s  trust  department  or  agent  in  the  District’s  name.  Category  3 includes 
investments  which  are  uninsured  and  unregistered,  for  which  the  securities  are  held  by  the  broker’s  or  dealer’s  trust 
department  or  agent,  but  not  in  the  District’s  name. 


(IN  THOUSANDS) 


Money  market 
U.S.  Treasury  bills 
U.S.  Treasury  notes 
Federal  agency  obligations 
Repurchase  agreements 
Total 


Category  Carrying  Market  Category  Carrying  Market 

1 2 3 Amount  Value  1 2 3 Amount  Value 

— $18,831  — $ 18,831  $ 18,831  — $15,495  — $ 15,495  $ 15,495 

$ 87,962  42,998  — 130,960  131,850  $ 14,840  — — 14,840  14,844 

5,037  1,011  — 6,048  6,085  77,307  4,579  — 81,886  81,749 

264,713  — — 264,713  268,737  187,543  — — 187,543  189,202 

23,394  — — 23,394  23,394  34,541  — — 34,541  34,541 

$381,106  $62,840  — 443,946  448,897  $314,231  $20,074  — 334,305  335,831 


Cash  on  hand  750  750  732  732 

Tme  and  demand  deposits  (8,052)  (8,052)  892  892 

Investment  in  California  local 

agency  investment  fund  15,000  15,000  15,000  15,000 

Mutual  funds  - deferred 

compensation  plan  investments  121,856  121,856  101,785  101,785 

Total  $573,500  $578,451  $452,714  $454,240 


Reported  as: 

Cash  and  cash  equivalents  $ 64,581  $ 65,539 

Investments  - current  4,235  7,020 

Payroll  and  other  liabilities 

(representing  cash  overdraft)  (11,381)  (4,132) 

Deposits  held  by  trustee  - restricted  - 

current  and  long-term  62,840  20,074 

Investments  restricted  for  capital 

purposes  313,763  243,938 

Deferred  compensation  plan 

investments  121,856  101,785 

Investments  restricted  for  Board 

designated  purposes  17,606  18,490 

Total  $573,500  $452,714 
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The  Board  of  Directors  of  the  District  have  designated  the  following  amounts,  consisting  of  investments,  as  a reserve 
of  fund  equity  for  the  following  purposes  (in  thousands): 


1995 

1994 

Basic  system  completion 

$ 2,002 

$ 2,422 

System  improvement 

1,794 

2,218 

Self-insurance 

9,000 

9,000 

Operating 

4,810 

4,850 

Total 

$17,606 

$18,490 

Facilities,  Property  and  Equipment: 


Facilities,  property  and  equipment  at  June  30, 1995  and  1994  are  summarized  as  follows  (in  thousands): 

Lives  (Years)  1995  1994 

Land 

$ 241,710 

$ 240,333 

Improvements 

80 

1,392,873 

1,325,120 

System-wide  operation  and  control 

20 

240,907 

236,959 

Revenue  transit  vehicles 

30 

488,108 

438,437 

Service  and  miscellaneous  equipment 

3-20 

35,667 

35,406 

Capitalized  construction  and  start-up  costs 

30 

97,733 

97,733 

Repairable  property  items 

30 

15,704 

15,401 

2,512,702 

2,389,389 

Less  accumulated  depreciation  and  amortization 

(718,600) 

(673,703) 

1,794,102 

1,715,686 

Construction-in-progress 

888,890 

654,889 

Total 

$2,682,992 

$2,370,575 

The  District  has  entered  into  contracts  for  the  construction  of  various  facilities  and  equipment  totaling  approximately 
$944,000,000  at  June  30, 1995. 

The  District  has  begun  Phase  1 of  an  extension  project  that  will  add  35  miles  of  track  and  10  new  stations  to  the  sys- 
tem at  a total  cost  of  approximately  $2,692,000,000.  The  District  anticipates  completing  Phase  1 by  the  year  2002. 
The  District  anticipates  funding  for  Phase  1 will  come  from  the  federal  government  ($719,000,000),  State  of  California 
($578,000,000),  San  Mateo  County  ($470,000,000),  Alameda  and  Contra  Costa  Counties  ($321,000,000),  bridge  tolls 
($134,000,000),  and  the  District  ($105,000,000),  with  the  remaining  source  of  funding  yet  to  be  identified. 

Risk  Management: 

The  District  is  fully  self-insured  for  workers’  compensation  claims  and  partially  self-insured  for  public  liability  and 
property  damage.  The  self-insured  maximum  for  public  liability  and  property  damage  claims  is  $10,000,000  for  any 
one  occurrence.  Claims  in  excess  of  self-insurance  retentions  are  covered  up  to  an  additional  $140,000,000  by 
insurance  policies. 

The  self-insurance  programs  are  administered  by  independent  adjustment  bureaus.  The  liability  is  based,  in  part,  upon 
the  independent  adjustment  bureaus’  estimate  of  reserves  required  for  unsettled  claims  and  related  administrative 
costs,  and  includes  claims  that  are  incurred  but  not  reported.  Such  reserves  are  actuarially  determined  and  subject  to 
periodic  adjustment  as  conditions  warrant. 

The  estimated  liability  for  insurance  claims  at  June  30, 1995  is  believed  to  be  sufficient  to  cover  any  costs  arising  out 
of  claims  filed  or  to  be  filed  for  accidents  which  occurred  through  that  date. 

Claim  expenses  and  liabilities  are  reported  when  it  is  probable  that  a loss  has  accrued  and  the  amount  of  that  loss  can 
be  reasonably  estimated.  These  losses  include  an  estimate  of  claims  that  have  been  incurred  but  not  reported. 
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4.  Risk  Management  continued: 

At  June  30, 1995,  the  amount  of  these  liabilities  was  $16,881,649.  This  liability  is  the  District’s  best  estimate  based  on 
available  information.  Changes  in  the  reported  liability  since  June  30, 1993  are  as  follows  (in  thousands): 


1995 

1994 

Liability  at  beginning  of  year 

$18,184 

$16,159 

Current  year  claims  and  changes  in  estimates 

4,663 

7,809 

Payment  of  claims 

(5,965) 

(5,784) 

Liability  at  End  of  Year 

$16,882 

$18,184 

5.  Joint  Exercise  of  Powers  Agreement: 

Description: 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement),  dated  August  1, 1991,  between  the  District  and  MTC 
provided  for  the  creation  of  the  Transit  Financing  Authority  (the  Authority),  a public  instrumentality  of  the  State  of 
California.  The  term  of  the  Agreement  is  for  ten  years,  unless  extended  or  earlier  terminated.  The  Authority  was  formed 
for  the  purpose  of  providing  financing  and  contracting  for  public  transit  improvements,  including  the  refinancing  of 
prior  indebtedness  and  acquiring,  selling  and  financing  public  capital  improvements,  working  capital,  liability  and 
other  insurance  needs,  and  for  the  specific  purpose  of  assisting  in  financing  the  District’s  East-Bay  extensions. 

The  governing  board  of  the  Authority  consists  of  two  members  each  from  the  District  and  MTC.  Neither  the  District 
nor  MTC  is  responsible  for  any  debt,  liabilities  and  obligations  of  the  Authority. 

At  the  end  of  the  term  or  upon  the  earlier  termination  of  the  Agreement,  all  assets  of  the  Authority  shall  be  distributed 
to  the  two  participants,  and  any  surplus  money  on  hand  shall  be  returned  to  these  participants  in  proportion  to  their 
respective  contributions  to  the  Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority  since  inception  and  has  only  a residual  equity  interest  as 
mentioned  above.  Because  the  District  is  not  an  investee  in  the  Authority,  the  equity  method  is  not  considered  appropriate. 

Commercial  Paper  Program: 

The  Authority  has  undertaken  a commercial  paper  program  to  finance  certain  of  the  District’s  system  improvements 
in  connection  with  the  multi-phase  extension  program.  Under  the  program,  in  October  1992,  the  Authority  issued 
its  Commercial  Paper  Notes,  Series  A,  and  Commercial  Paper  Notes,  Series  B,  in  the  aggregate  amount  of 
$100,000,000.  During  March  and  April  1994,  the  Authority  redeemed  and  retired  all  commercial  paper  notes  issued 
under  the  program. 

At  June  30,1995,  the  Authority  has  no  assets,  liabilities  and  retained  earnings.  The  District  is  continuing  to  fund 
expenses  to  maintain  the  commercial  paper  program  for  future  financing  needs. 

6.  Joint  Venture: 

During  fiscal  year  1995,  the  District  and  the  joint  venture  of  Hughes  Transportation  Control  Systems,  Inc.,  and  Morrison 
Knudsen  Train  Control,  Inc.  (HMK)  entered  into  a memorandum  of  understanding  (MOD)  to  form  an  alliance  (Alliance) 
to  develop  a cost-effective,  highly  reliable  and  safe  train  control  system  for  passenger  and  freight  carrying  trains.  The 
project  IS  funded  under  the  Technology  Reinvestment  Project  managed  by  the  Advanced  Research  Projects  Agency 
(ARPA).  The  Federal  Transit  Administration  (FTA)  has  agreed  to  manage  and  oversee  the  project  on  behalf  of  ARPA. 
This  project  has  an  initial  term  of  32  months. 

The  project  is  to  be  governed  by  an  executive  committee  which  will  consist  of  eight  members:  three  appointed  by 
the  District,  four  appointed  by  HMK,  and  one  appointed  by  the  FTA.  The  executive  committee  will  be  chaired  by  the 
District’s  general  manager. 

The  District’s  participation  in  this  project  is  in  the  form  of  in-kind  contributions  and  direct  costs  that  are  reimbursable 
by  the  Alliance.  At  June  30, 1995,  the  District  had  provided  the  Alliance  with  approximately  $1,588,000  in  in-kind 
contributions  and  had  incurred  approximately  $394,000  of  costs  that  were  reimbursable  by  the  Alliance. 
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Long-Term  Debt: 

Long-term  debt  at  June  30, 1995  and  1994  is  summarized  as  follows  (in  thousands): 


1995 

1994 

1962  General  Obligation  Bonds 

$167,575 

$206,625 

1966  Special  Service  District  Bonds 

2,010 

2,630 

1990  Sales  Tax  Revenue  Refunding  Bonds 

152,879 

157,179 

1991  Sales  Tax  Revenue  Bonds 

54,805 

56,010 

1993  Sales  Tax  Revenue  Notes 

74,500 

74,500 

1995  Sales  Tax  Revenue  Bonds 

135,000 

— 

Notes  payable 

44,550 

— 

Less: 

631,319 

496,944 

Unamortized  bond  discount  and  issuance  costs 

(10,221) 

(6,108) 

Current  portion 

(48,795) 

(46,660) 

Net  Long-Term  Portion 

$572,303 

$444,176 

1962  General  Obligation  Bonds: 

In  1962,  voters  of  the  member  counties  of  the  District  authorized  a bonded  indebtedness  totaling  $792,000,000  of 
General  Obligation  Bonds  maturing  through  1999,  with  interest  rates  ranging  from  1.5%  to  6%.  Payment  of  both 
principal  and  interest  is  provided  by  the  levy  of  District-wide  property  taxes. 

1966  Special  Service  District  Bonds: 

In  1966,  City  of  Berkeley  voters  formed  Special  Service  District  No.  1 and  authorized  the  issuance  of  $20,500,000  of 
General  Obligation  Bonds  maturing  through  1998,  of  which  $12,000,000  were  issued  for  construction  of  subway 
extensions  within  that  city.  Payment  of  both  principal  and  interest  is  provided  by  taxes  levied  upon  property  within 
Special  Service  District  No.  1.  Bond  interest  rates  range  from  4%  to  5.5%. 

1990  Sales  Tax  Revenue  Refunding  Bonds  (the  1990  Bonds): 

In  July  1990,  the  District  issued  sales  tax  refunding  bonds  totaling  $158,478,000.  The  1990  Bonds  are  special  obliga- 
tions of  the  District  payable  from  and  collateralized  by  a pledge  of  the  sales  tax  revenues.  At  June  30, 1995,  the  1990 
Bonds  consist  of  $129,625,000  of  current  interest  bonds  due  from  1995  to  201 2 with  interest  rates  ranging  from  6.10% 
to  6.75%  and  $23,254,000  of  capital  appreciation  serial  bonds  ($16,828,000  original  amount)  with  yields  of  6.65%  to 
6.75%  due  from  2002  to  2005.  Interest  on  the  capital  appreciation  bonds  is  payable  at  maturity.  For  financial  report- 
ing purposes,  accrued  interest  is  added  to  the  principal  balance.  The  current  interest  bonds  maturing  on  July  1, 2009 
($56,215,000)  are  redeemable  after  July  1, 2000,  at  the  option  of  the  District  at  prices  ranging  from  100%  to  102%. 
The  1990  Bonds  were  issued  to  advance  refund  1985  Sales  Tax  Revenue  Bonds  outstanding. 

1991  Sales  Tax  Revenue  Bonds  (the  1991  Bonds): 

The  1991  Bonds  were  issued  in  August  1991  in  the  amount  of  $56,010,000  and  are  special  obligations  of  the  District, 
payable  from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At  June  30, 1995,  the  1991  Bonds  consist  of 
$14,930,000  serial  bonds  due  from  1995  to  2002  with  interest  rates  ranging  from  5.35%  to  6.3%  and  $39,875,000 
of  term  bonds  due  from  2005  to  2012  with  interest  rates  ranging  from  6.4%  to  6.6%.  The  District  is  required  to  make 
sinking  fund  payments  on  the  term  bonds  beginning  on  July  1, 2003.  Additionally,  the  1991  Bonds  maturing  after 
June  30,  2001  are  redeemable,  at  the  option  of  the  District  at  prices  ranging  from  100%  to  102%. 

1993  Sales  Tax  Revenue  Notes: 

In  January  1993,  the  District  issued  subordinate  sales  tax  revenue  notes  totaling  $74,500,000  to  provide  funds  for 
the  acquisition  of  30  mass  transit  rail  vehicles.  The  notes  are  special  obligations  of  the  District  payable  from  and 
collateralized  by  a pledge  of  certain  sales  tax  revenues  and  by  property  tax  revenues.  The  pledge  of  the  sales  tax 
revenue  is  subordinate  to  the  District’s  pledge  of  sales  tax  revenues  with  respect  to  payment  of  its  $158,478,000 
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7.  Long-Term  Debt  continued: 

original  principal  amount  of  Sales  Tax  Revenue  Refunding  Bonds,  Series  1990,  and  its  $56,010,000  original  principal 
amount  of  Sales  Tax  Revenue  Bonds,  Series  1991,  and  any  obligations  of  the  District  payable  on  a parity  with  such 
bonds  pursuant  to  the  terms  of  the  indenture  under  which  such  bonds  were  issued. 

1995  Sales  Tax  Revenue  Bonds  (the  1995  Bonds): 

In  June  1995,  the  District  issued  sales  tax  revenue  bonds  totalling  $135,000,000  to  provide  funds  for  certain  capital 
improvements  including  rehabilitation  of  District  vehicles  and  facilities  and  energy  conservation  measures.  The  bonds 
are  special  obligations  of  the  District,  payable  from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At  June  30, 
1995,  the  1995  Bonds  consist  of  $65,520,000  serial  bonds  due  from  1996  to  2012  with  interest  rates  ranging  from 
4.15%  to  5.70%  and  $69,480,000  of  term  bonds  due  from  2015  to  2020  with  interest  rates  of  5.50%.  The  District  is 
required  to  make  sinking  fund  payments  on  the  term  bonds  beginning  on  July  1, 2012.  In  addition,  the  1995  Bonds 
maturing  after  June  30,  2006  will  be  redeemable  after  July  1,  2005  at  the  option  of  the  District  at  prices  ranging 
from  100%  to  101%. 


Note  Payable: 

In  September  1994,  the  District  entered  into  a note  payable  arrangement  with  Pitney  Bowes  Credit  Corp.,  (Pitney)  in 
the  amount  of  $44,550,000  to  finance  the  cost  of  constructing  a telecommunications  system  (System)  along  the 
District’s  right-of-ways.  The  note  is  collateralized  by  a restricted  deposit  held  by  a trustee  totaling  approximately 
$43,479,000  at  June  30, 1995.  This  account  is  to  be  used  by  the  District  for  making  progress  payments  to  a vendor 
who  has  been  contracted  for  the  design,  development  and  construction  of  the  System.  The  District  has  entered  into 
a separate  agreement  with  this  vendor.  The  project  is  estimated  to  be  completed  in  approximately  three  years,  at 
which  time  the  District  is  to  start  repayment  of  the  principal  and  accrued  interest  on  the  note  to  Pitney.  Interest  on  the 
note  accrues  at  the  rate  of  7.08%  per  annum.  At  June  30, 1995,  the  District  has  incurred  costs  of  approximately 
$3,500,000  related  to  the  construction  of  the  System,  which  has  been  recorded  as  construction  in  progress  in  the 
balance  sheet  at  June  30, 1995. 

In  prior  years,  the  District  defeased  sales  tax  revenue  bonds  by  placing  the  proceeds  of  new  sales  tax  revenue  refund- 
ing bonds  in  an  irrevocable  trust  to  provide  for  all  future  debt  service  payments  on  the  old  bonds.  Accordingly,  the 
trust  account  assets  and  the  liability  for  the  defeased  bonds  are  not  included  in  the  District’s  financial  statements.  At 
June  30, 1995,  the  outstanding  amount  of  sales  tax  revenue  bonds  defeased  was  $130,545,000. 

The  District  is  subject  to  certain  bond  covenants,  the  most  restrictive  of  which  is  to  make  no  use  of  the  proceeds  of 
the  bonds  which  will  cause  the  bonds  to  be  arbitrage  bonds  subject  to  federal  income  taxation. 

Bond  and  note  discount  and  issuance  costs  are  amortized  over  the  life  of  the  related  debt. 


The  following  is  a schedule  of  long-term  debt  principal  payments  required  as  of  June  30, 1995  (in  thousands): 


1966 

1990 

1962 

Special 

Sales  Tax 

1991 

1993 

1995 

General 

Service 

Revenue 

Sales  Tax 

Sales  Tax 

Sales  Tax 

Obligations 

District 

Refunding 

Revenue 

Revenue 

Revenue 

Year  ending  June  30: 

Bonds 

Bonds 

Bonds 

Bonds 

Notes 

Bonds 

Total 

1996 

$ 40,625 

$ 640 

$ 6,205 

$ 1,325 

— 

— 

$ 48,795 

1997 

42,150 

670 

6,655 

1,465 

— 

$ 2,825 

53,765 

1998 

43,675 

700 

7,140 

1,610 

$36,415 

2,940 

92,480 

1999 

41,125 

— 

7,655 

1,770 

38,085 

3,070 

91,705 

2000 

— 

— 

8,195 

1,935 

— 

3,205 

13,335 

Thereafter 

— ■ 

— 

117,029 

46,700 

— 

122,960 

286,689 

Sub-total 

$167,575 

$2,010 

$152,879 

$54,805 

$74,500 

$135,000 

$586,769 

Note  payable 

44,550 

Total 

$631,319 

8.  Federal  Grants: 

The  U.S.  Department  of  Transportation  provides  financial  assistance  to  the  District  for  capital  projects  and  planning 
and  technical  assistance.  Grants  which  were  active  during  the  year  ended  June  30, 1995  are  summarized  as  follows 
(in  thousands): 

Total  approved  project  costs  $ 473,576 

Total  approved  federal  funds  $ 363,475 

Less  cumulative  amounts  earned  303,705 

Remaining  amount  available  under  federal  grants  $ 59,770 


9.  Local  and  State  Financial  Assistance: 

The  District  receives  local  operating  and  capital  assistance  from  Transportation  Development  Act  Funds  (IDA).  For 
the  year  ended  June  30, 1995,  TDA  assistance  was  $550,400  (1994,  $561,900),  all  of  which  was  used  for  operating 
assistance.  These  funds  are  received  from  the  counties  of  Alameda  and  Contra  Costa  to  meet,  in  part,  the  District’s 
operating  requirements  based  on  annual  claims  filed  by  the  District  and  approved  by  MTC. 

The  District  receives  state  operating  and  capital  assistance  from  State  Transit  Assistance  Funds  (STA).  For  the  year 
ended  June  30, 1995,  STA  assistance  was  $0.  For  the  year  ended  June  30, 1994,  STA  assistance  was  $4,400,000  of 
which  the  entire  amount  was  used  for  operating  assistance.  These  funds  are  allocated  by  MTC  based  on  the  ratio  of 
the  District’s  transit  operation  revenue  and  local  support  to  the  revenue  and  local  support  of  all  state  transit  agencies. 

10.  Employees’  Retirement  Plan: 

Plan  Description: 

All  permanent  employees  are  eligible  to  participate  in  the  Public  Employees’  Retirement  Fund  (Fund)  of  the  State  of 
California’s  Public  Employees’  Retirement  System.  The  Fund  is  an  agent  multiple-employer  defined  benefit  retire- 
ment plan  that  acts  as  a common  investment  and  administrative  agent  for  various  local  and  state  governmental 
agencies  within  the  State  of  California.  The  Fund  provides  retirement,  disability,  and  death  benefits  based  on  the 
employee’s  years  of  service,  age  and  compensation.  Employees  vest  after  five  years  of  service  and  may  receive 
retirement  benefits  at  age  50.  These  benefit  provisions  and  all  other  requirements  are  established  by  State  statute 
and  District  ordinance. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for  covered  employees  for  the  years  ended  June  30, 
1995  and  1994  due  to  a surplus  of  the  District’s  portion  of  the  Fund’s  net  assets  over  the  District’s  pension  benefit 
obligation  caused  by  a change  in  1988  in  the  actuarial  valuation  method  and  an  actual  rate  of  return  on  investment 
assets  that  exceeded  the  assumed  rate.  The  District’s  covered  payroll  for  employees  participating  in  the  Fund  for 
the  years  ended  June  30, 1995  and  1994  was  $131,033,000  and  $128,325,000,  respectively.  The  District’s  1995  and 
1994  payroll  for  all  employees  was  $141,419,000  and  $138,873,000,  respectively.  The  District,  due  to  a Collective 
Bargaining  Agreement,  also  has  a legal  obligation  to  contribute  an  additional  9%  for  public  safety  personnel  and 
7%  for  miscellaneous  covered  employees.  Employees  have  no  obligation  to  contribute  to  the  Fund. 

Funding  Status  and  Progress: 

The  “pension  benefit  obligation”  is  determined  for  each  participating  employer  by  the  Fund’s  actuary  and  is  a 
standardized  disclosure  measure  that  results  from  applying  actuarial  assumptions  to  estimate  the  present  value  of 
pension  benefits,  adjusted  for  the  effects  of  projected  salary  increases  and  step  rate  benefits,  to  be  payable  in  the 
future  as  a result  of  employee  service  to  date.  The  measure  is  intended  to  help  users  assess  the  funding  status  of  the 
District’s  portion  of  the  Fund  to  which  contributions  are  made  on  a going-concern  basis,  assess  progress  made  in 
accumulating  sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons  among  employers.  The  measure  is 
the  actuarial  present  value  of  credited  projected  benefits  and  is  independent  of  the  funding  method  used. 
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10.  Employees’  Retirement  Plan  continued: 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial  valuation  performed  as  of  June  30, 1994,  the 
latest  available  for  the  Fund.  The  significant  actuarial  assumptions  used  in  the  1994  valuation  to  compute  the  pen- 
sion benefit  obligation  were  an  assumed  rate  of  return  on  investment  assets  of  8.50%,  annual  payroll  increases  of 
4.5%  attributable  to  inflation,  0%  attributable  to  real  salary  increases,  and  merit  increases  that  vary  by  length  of 
service,  and  no  postretirement  benefit  increases. 

The  funding  status  applicable  to  the  District’s  employee  group  at  June  30, 1994  (the  latest  available  for  the  Fund)  is 


summarized  as  follows  (in  thousands): 

Net  assets  available  for  benefits,  at  cost’  (total  market  value,  $464,823)  $ 466,222 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently  receiving  benefits  and 

terminated  employees  not  yet  receiving  benefits  139,689 

Current  employees: 

Accumulated  employee  contributions  and  allocated 

investment  earnings  136,579 

Employer-financed,  vested  73,628 

Employer-financed,  nonvested  5,534 

Total  pension  benefit  obligation  355,430 

Net  assets  in  excess  of  pension  benefit  obligation  $ 110,792 

' Includes  District's  surplus  at  June  30, 1994. 


During  the  year  ended  June  30,1994,  the  Fund  experienced  a net  decrease  of  approximately  $19,468,000  in  the 
pension  benefit  obligation  due  to  changes  in  actuarial  methods  and  assumptions. 

Actuarially  Determined  Contributions  Required  and  Contributions  Made; 

The  funding  policy  of  the  Fund  provides  for  actuarially  determined  periodic  contributions  by  the  District  at  rates  such 
that  sufficient  assets  will  be  available  to  pay  benefits  when  due.  The  District  was  not  required  to  make  a contribution 
to  the  Fund  for  the  years  ended  June  30, 1995  and  1994  in  accordance  with  the  actuarially  determined  requirements 
computed  as  of  June  30,1994  and  1993,  respectively.  The  District’s  surplus  asset  position  is  being  offset  against 
the  current  year’s  normal  cost  contribution.  The  actuarially  determined  normal  cost  contribution  rate  before  reduction 
for  the  surplus  asset  amortization  was  14.076%  (1994,15.435%)  for  safety  employees  and  8.997%  (1994,  7.259%)  for 
miscellaneous  employees. 

The  District’s  normal  cost  contribution  rate  is  determined  using  the  entry-age  normal  actuarial  cost  method,  a pro- 
jected benefit  cost  method.  It  takes  into  account  those  benefits  that  are  expected  to  be  earned  in  the  future  as  well 
as  those  already  accrued.  The  Fund  also  uses  the  level  percentage  of  payroll  method  to  amortize  the  unfunded 
actuarial  liability  through  the  year  2000. 

Significant  actuarial  assumptions  used  in  the  June  30, 1994  valuation  to  compute  the  actuarially  determined  contri- 
bution requirement  are  the  same  as  those  used  to  compute  the  pension  benefit  obligation  as  described  above. 


Historical  Trend  Information: 

Trend  information  gives  an  indication  of  the  progress  made  in  accumulating  sufficient  assets  to  pay  benefits  when 
due.  Ten-year  trend  information  is  not  yet  available.  For  the  District’s  portion  of  the  Fund,  trend  information  for  the  eight 
years  ended  June  30, 1994  is  as  follows  (dollars  in  thousands): 


1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

Net  assets  available  for  benefits, 
at  cost 

$466,222 

$383,838 

$340,459 

$304,991 

$277,041 

$245,582 

$214,290 

$189,801 

Pension  benefit  obligation 

355,430 

333,526 

275,530 

244,132 

225,168 

193,565 

171,353 

151,795 

Net  assets  available  for  benefits 
as  a percentage  of  pension 
benefit  obligation 

131.0% 

115.0% 

124.0% 

125.0% 

123.0% 

127.0% 

125.0% 

125.0% 

Assets  in  excess  of  pension 
benefit  obligation 

$ 110,792 

$ 50,312 

$ 64,929 

$ 60,859 

$ 51,873 

$ 52,017 

$ 42,937 

$ 38,006 

Annual  covered  payroll 

128,325 

121,630 

114,057 

105,614 

95,372 

85,746 

83,178 

79,940 

Assets  in  excess  of  pension  benefit 
obligation  as  a percentage  of 
annual  covered  payroll 

86.3% 

41.4% 

56.9% 

57.6% 

54.4% 

60.7% 

51.6% 

47,5% 

Contributions  made  in  accordance 
with  actuarially  determined 
requirements  as  a percentage 
of  annual  covered  payroll 

Trend  information  for  1995  is  not  yet  available.  Also,  information  prior  to  1987  is  not  available. 

11.  Deferred  Compensation  Plan: 

The  District  offers  its  employees  a deferred  compensation  plan  created  in  accordance  with  Internal  Revenue  Code  (IRC) 
Section  457.  The  deferred  compensation  plan,  available  to  all  officers  and  employees,  permits  them  to  defer  a portion 
of  their  salary  until  future  years.  The  deferred  compensation  is  not  available  to  employees  until  retirement,  termina- 
tion, or  certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation  deferred  under  the  deferred  compensation  plan  and  all 
income  attributable  to  those  amounts  remain  the  property  of  the  District  (until  paid  or  made  available  to  the  partici- 
pants), subject  only  to  the  claims  of  the  District’s  general  creditors.  Participants’  rights  under  the  deferred  compen- 
sation plan  are  equal  to  those  of  general  creditors  of  the  District  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  account  for  each  participant.  The  plan  administrator  has  invested  the  deferred  amounts  in  numerous 
participant-directed,  uninsured  investments. 

District  management  believes  that  the  District  has  no  liability  under  the  terms  of  the  plan  for  any  amounts  other  than 
the  participants’  account  balances.  Management  further  believes  that  it  is  unlikely  that  it  will  use  the  assets  to  satisfy 
the  claims  of  general  creditors  in  the  future. 

12.  Money  Purchase  Pension  Plan: 

Ail  District  employees,  except  sworn  police  officers,  participate  in  the  Money  Purchase  Pension  Plan,  which  is  a 
supplemental  retirement  program.  In  January  1981,  the  District’s  employees  elected  to  withdraw  from  the  Federal 
Social  Security  System  (FICA)  and  established  the  Money  Purchase  Pension  Pian.  The  District  contributes,  on  a pay- 
as-you-go  basis,  an  amount  equal  to  6.65%  of  covered  employee’s  annual  compensation  (up  to  $29,700  after  deduct- 
ing the  first  $133  paid  during  each  month)  up  to  a maximum  annual  contribution  of  $1,868.  Each  employee’s  account 
is  available  for  distribution  upon  such  employee’s  termination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan  for  the  years  ended  June  30, 1995  and  1994  was 
$5,826,000  and  $5,419,000,  respectively.  Money  Purchase  Pension  Plan  assets  at  June  30,1995  and  1994  (excluded 
from  the  accompanying  financial  statements)  were  $135,677,000  and  $118,383,000,  respectively.  At  June  30,1995, 
there  were  456  participants  currently  eligible  to  receive  benefits  under  this  plan. 
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13.  Commitments  and  Contingencies: 


Litigation: 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes,  which  for  the  most  part  are  normal  to  the  District’s 
operations.  It  is  the  opinion  of  the  District’s  management  that  the  costs  that  might  be  incurred  in  the  disposition  of 
these  matters,  if  any,  would  not  materially  affect  the  District’s  financial  position  or  results  of  operations. 

Lease  Commitments: 

The  District  leases  certain  facilities  under  operating  leases  with  original  terms  ranging  from  two  to  five  years  with 
options  to  renew. 

Future  minimum  rental  payments  under  noncancelable  operating  leases  with  initial  or  remaining  lease  terms  of  over 
one  year  at  June  30, 1995  are  as  follows: 


Operating  Leases 


1996 

$2,201,455 

1997 

2,184,842 

1998 

633,992 

1999 

466,681 

2000 

450,616 

Thereafter 

444,004 

Total  Minimum  Payments 

$6,381,590 

Rent  expense  under  all  operating  leases  was  $1,654,000  and  $1,647,000  for  the  years  ended  June  30, 1995  and  1994, 
respectively. 

Sale/Leaseback: 

On  March  30, 1995,  the  District  entered  into  an  agreement  with  a Swedish  corporation  to  sell  25  newly  manufactured 
C-2  rail  cars  for  $50,383,100  and  simultaneously  entered  into  a lease  agreement  to  lease  them  back.  The  lease 
agreement  was  effective  on  the  closing  date  of  September  15,1995,  and  continues  through  January  15,  2011. 


Operating  Funds  1994-95 

50%  Sources  of  Funds 

(in  thousands) 

Total  $249,036  100.00% 

Transactions  and  Use 


50%  Uses  of  Funds 

(in  thousands) 

Total  $249,036  100.00% 

Maintenance 
$92,201  37.02% 

Transportation 

$70,174  28.18% 

I : i General  Administration 

$59,346  23.83% 


■ Police  Services 

30% $15,512  6.23% 


Capital  Funds  1994-95 


75%  Sources  of  Funds 

(in  thousands) 

Total  $353,573  100.00% 

District 

$115,874  32.77% 

Federal 

$59,039  16.70% 

■ State 

cno/  $101 ,705  28.77% 

■ Local 

$76,955  21.76% 


75% 


50“/o 


25%  ■ 


0»/o 


Expenditures 

(in  thousands) 

Total  $353,573  100.00% 

Construction 
$251,045  71.00% 

Line 

$246,239 69.64% 

Systemwide 

$4,208 1.19% 

Support  Facilities 
$598  0.17% 

Equipment 

$100,032  28.29% 

Train  Control 

$7,469 2.11% 

Communications 

$938 0.27% 

Transit  Vehicles 

$86,431 24.45% 

Automatic  Fare  Collections 

$1,067 0.30% 

Management  Information  Sys. 

$45 0.01% 

Support  Vehicles 

$295 0.08% 

Other  Equipment 
$3,787  1.07% 

■ Studies  and  Others 
$2,496  0.71% 
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0% 


Daily  On  Time  Performance 


Fiscal  Year  1995  ■ 
Fiscal  Year  1994  ■ 


100%  - - 


Average  Weekday  lYips 

260  - - 


Fiscal  Year  1995  ■ 
Fiscal  Year  1994  ■ 


PERFORMANCE 


HIGHLIGHTS 


< BART  ridership  for  fiscal  year  1995  totaled 
72,045,140,  a 1.5  percent  decease  from  fiscal  year 
1994  when  annual  ridership  reached  73,175,021. 
During  FY95,  weekday  passenger  trips  averaged 
! 248,169  versus  251,981  the  previous  year.  The 
ridership  decline  is  a lingering  symptom  of  the 
region’s  slow  economic  recovery  and  recession- 
: driven  unemployment  rate.  A fare  increase  effec- 
tive in  April — the  first  in  nine  years — also  brought 
, an  expected  dip  in  passenger  trips  for  the  last 
quarter  of  the  fiscal  year. 

The  slight  decline  in  ridership  is  reflected 
in  the  0.9  percent  decline  in  annual  passenger 
miles,  which  totaled  907,520,445  compared  to 
915,990,545  the  year  before.  The  average  trip 
length  increased  from  12.52  to  12.6  miles. 

Daily  train  on-time  performance  slipped  to 
88.97  percent  compared  to  95.4  percent  last  year 
, due  in  part  to  the  Bay  Area’s  heavy  winter  rain 
and  floods.  On-time  performance  hit  a low  of  70.9 
percent  in  January,  one  of  the  wettest  months 
ever  recorded  in  the  region. 

BART’S  share  of  peak  commute  hour  patron- 
age dropped  to  46.91  percent  from  47.18  percent 
in  FY94.  Off-peak  patronage,  however,  increased 
to  53.09  percent  compared  to  52.82  percent  in 
FY94.  BART’S  estimated  share  of  peak  period 
transbay  trips  remained  stable.  BART  captured 


45.6  percent  of  all  the  bus,  car  and  train  trips 
across  the  bay. 

The  system’s  4 a.m.  train  car  availability  drop- 
ped to  78.4  percent  versus  84  percent  in  FY94, 
pointing  out  the  critical  need  to  pursue  the  train  car 
rehabilitation  program  embarked  upon  this  year. 

On  the  financial  side,  BART’s  total  operating 
revenue  increased  $3,403,386  in  FY95,  rising 
from  $113,136,400  to  $116,539,786.  The  fare  in- 
crease accounts  in  part  for  a $1,379,586  increase 
in  net  passenger  revenue,  from  $102,497,200 
in  the  previous  year  to  $103,876,786  in  FY95. 
Other  operating  revenue,  including  interest  in- 
come and  advertising  in  trains  and  stations,  rose 
$2,023,800,  going  from  $10,639,200  in  FY94  to 
$12,663,000. 

Net  operating  expenses  for  the  fiscal  year 
increased  $908,000  from  $217,425,800  to 
$218,333,800.  BART  was  able  to  pay  for  47.58 
percent  of  its  operating  expenses  from  the  net 
passenger  revenue  collected  from  the  farebox, 
compared  to  47.14  percent  in  FY94. 

The  total  operating  ratio  compares  the  total 
operating  revenue  to  the  total  operating  expens- 
es. For  FY95,  the  system  operating  ratio  was 
53.38  percent  compared  to  52.03  percent  the 
prior  year.  Net  rail  passenger  revenue  per  pas- 
senger mile  was  $0,113,  nearly  equal  to  last 


year’s  $0,110.  Rail  operating  cost  per  passenger 
mile  was  $0,230  compared  to  $0,228.  The  aver- 
age rail  passenger  fare  totaled  $1.43  versus  $1.38 
In  FY94. 

These  performance  indicators  demonstrate 
the  district’s  need  to  pursue  its  challenging  sys- 
tem renovation  and  access  improvement  pro- 
grams. In  addition  to  the  effects  of  the  recession 
on  ridership,  we  see  a correlation  between  the 
decline  in  ridership  and  BART’s  parking  lot  con- 
gestion and  daily  operations  reliability.  Parking 
space  shortages  create  access  constraints  when 
our  lots  fill  up  by  7 a.m.  Discouraged  commuters 
who  can’t  find  a convenient  parking  space  are 
giving  up  and  driving  to  work  instead  of  getting 
on  a train.  To  remedy  this  program,  we  added 
2,300  parking  spaces  in  FY95  and  are  encour- 
aging car  pools  by  reserving  priority  parking 
for  vehicles  with  two  or  more  occupants.  The 
progress  of  BART’s  train  car  rehabilitation  efforts 
will  continue  to  Improve  train  availability  and  on- 
time  performance.  The  opening  of  new  train  sta- 
tions in  the  coming  year  will  increase  passen- 
gers and  revenue  as  BART  tackles  the  challenges 
of  running  a regional  transit  system  for  the  21st 
Century. 


Performance  Highlights 

FY  1995 

FY  1994 

Rail  Ridership 

Annual  passenger  trips 

72,045,140 

73,175,021 

Average  weekday  trips 

248,169 

251,981 

Average  trip  length  (miles) 

12.60 

12.52 

Annual  passenger  miles 

907,520,445 

915,990,545 

Daily  train  on-time  performance 

89.1% 

95.4% 

System  utilization  ratio  (passenger  miles  to  available  seat  miles) 

29.58% 

30.9% 

End-of-period  ratios:  Peak  patronage 

46.91% 

47.18% 

Off-peak  patronage 

53.09% 

52.82% 

BART’s  estimated  share  of  peak  period  Transbay  trips— cars,  trains  & buses 

45.6%* 

44.1%* 

Operations 

Annual  revenue  car  miles 

43,849,592 

43,054,231 

Unscheduled  train  removals— average  per  revenue  day 

1.62 

1.60 

4:00  a.m.  car  availability 

78.4% 

84.0% 

Passenger  accidents  per  million  passenger  trips 

12.87 

13.20 

Passenger  crimes  per  million  passenger  trips 

69.87 

80.86 

Financial 

Net  passenger  revenue 

$ 103,876,786 

$ 102,497,200 

Other  operating  revenue 

$ 12,663,000 

$ 10,639,200 

Total  operating  revenue 

$ 116,539,786 

$ 113,136,400 

Net  operating  expenses 

$ 218,333,800 

$ 217,425,800 

$ystem  farebox  ratio  (net  passenger  revenues  to  net  operating  expenses) 

47.58% 

47.14% 

Bystem  operating  ratio  (total  operating  revenues  to  total  operating  expenses) 

53.38% 

52.03% 

Net  rail  passenger  revenue  per  passenger  mile 

$ 0.113 

$ 0.110 

Rail  operating  cost  per  passenger  mile 

$ 0.230 

$ 0.228 

Net  average  rail  passenger  fare  (including  FastPass) 

$ 1.430 

$ 1.382 

* Based  upon  Spring  1994  Traffic  Survey  by  MTC.  Data  includes  7-9  a.m.  westbound  Bay  Bridge  traffic  only. 
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Message  from  Thomas  E.  Margro,  General  Manager 

While  I have  recently  taken  the  reins  as  BART’s  new  General  Manager,  I’m  pleased  to  report  on  a strong  and 
vital  legacy  inherited  from  former  General  Manager  Richard  A.  White  who  left  in  June  to  become  General 
Manager  of  the  Washington  area  Metro  Transit  Authority. 

BART  began  fiscal  year  1996  with  a new  vision  of  its  future.  We  set  forth  with  a blueprint  for  what  we 
wanted  BART  to  be.  It  is  an  ambitious  forward-looking  plan  for  rail  extensions  and  expanded  service  using 
cutting-edge  technology.  It  is  a fiscally-responsible  plan  that  protects  the  investment  taxpayers  already  have 
in  BART’S  existing  system.  It  is  a financially-attainable  plan  that  incorporates  innovative  new  funding 
sources.  Finally,  it  is  a plan  that  reflects  broad  public  support  from  throughout  the  Bay  Area.  Achieving  this 
plan  will  take  time  and  we  can  expect  some  bumps  along  the  way.  But  when  we  look  back,  we  will  remember 
1996  as  the  year  BART's  future  was  put  firmly  on  the  right  track. 


Extension  Milestones 

BART’s  East  Bay  extensions  moved  forward,  culminating  in  the  historic  opening  last  December  of  the  North  Concord/Martinez  Station,  the  first  ; 

new  extension  to  be  opened  by  BART  since  the  original  system  was  completed  in  1972.  One  of  11  new  stops  included  in  BART’s  $2.6  billion  ex- 
pansion plan.  North  Concord/Martinez  completes  the  first  leg  of  the  8-mile  Pittsburg/Antioch  extension.  It  includes  parking  for  2,000  vehicles 
and  a transit  center  for  bus  connections.  ; 

Two  months  later,  transit  leaders  gathered  on  the  Peninsula  to  celebrate  the  opening  of  BART’s  Coima  Station  in  San  Mateo  County. 
Although  situated  just  2 miles  south  of  the  Daly  City  Station,  Coima  is  expected  to  be  a huge  boon  to  ridership,  serving  some  12,000  new 
passengers  trips  a day.  One  of  the  largest  stations  in  the  BART  system,  the  Coima  facility  is  built  over  a train  storage  yard,  includes  a five- 
level,  1,400-space  garage,  which  is  supplemented  by  adjacent  surface  parking  lots.  As  was  the  case  in  1995,  when  construction  timetables 
slipped  due  to  one  of  the  Bay  Area’s  wettest  winters,  not  all  of  this  year’s  extension  news  is  positive.  Technical  problems  involved  with 
integrating  old  and  new  train  control  technology  led  to  postponing  the  opening  of  two  other  extensions.  Service  to  the  Pittsburg/Bay  Point 
Station,  though  still  about  four  months  ahead  of  its  original  schedule,  was  delayed  until  fall  1996.  Meanwhile  the  opening  of  the  Dublin/ 
Pleasanton  extension  was  postponed  to  1997. 

Delaying  the  openings  was  not  easy.  However,  we  concluded  that  acting  now  will  head  off  problems  later,  thus  assuring  our  patrons  of 
smooth,  quality  service  once  the  extensions  open.  The  14-mile  Dublin/Pleasanton  line  is  essentially  complete,  awaiting  only  the  installation 
and  testing  of  complex  train  control  equipment.  That  equipment,  and  software,  must  achieve  a seamless  meld  of  original,  and  new  state-of- 
the-art  technology,  where  the  new  line  intersects  with  the  main  line  at  Bay  Fair. 

BART-to-SFIA  — 

We  are  on  the  verge  of  achieving  one  of  the  nation’s  most  significant  intermodal  transit  projects,  the  BART  extension  to  the  San  Francisco 
International  Airport  (SFIA).  The  governing  boards  of  BART  and  the  San  Mateo  County  Transit  District  have  adopted  final  plans  and  certified 
environmental  documents  for  the  SFO  extension,  ending  six  years  of  study  and  review  on  the  most  cost-efficient  way  to  bring  BART  to  the 
airport. 

The  adopted  plan  for  the  8.2-mile  extension  calls  for  stations  in  South  San  Francisco,  San  Bruno,  inside  the  airport,  and  in  Millbrae,  where 
passengers  can  transfer  easily  to  or  from  CalTrain.  Weekday  ridership  on  the  new  line  is  projected  to  reach  68,600  by  the  year  2010  and 
according  to  the  Draft  San  Mateo  Transportation  Plan,  could  eliminate  some  35,000  vehicle  trips  per  day  along  San  Mateo’s  key  corridors.  ^ 
An  aerial  guideway  spanning  Highway  101  will  carry  trains  to  SFIA’s  new  international  terminal  where  luggage  can  be  immediately  checked  in 
for  all  airlines.  At  least  half  of  all  airport-bound  passengers  will  disembark  within  a five-minute  walk  of  their  airline  ticket  counter.  The  remain- 
der can  board  the  planned  Airport  Light  Rail  System  for  trips  to  more  distant  terminals  and  workplaces. 

The  switch  to  an  aerial  alignment  will  save  $200  million,  lowering  the  project  cost  to  about  $1.17  billion.  Major  funding  for  the  extension 
will  come  from  the  U.S.  Department  of  Transportation’s  Federal  Transit  Administration,  $750  million;  San  Francisco  International  Airport,  $200 
million;  the  state  of  California,  $108  million;  SamTrans,  $99  million,  and  $10  million  from  the  Metropolitan  Transportation  Commission. 
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Federal  funding  for  the  SFO  extension  was  included  in  the  Intermodai  Surface  Transportation  Act  in  1991.  However,  BART  has  had  to 
aggressively  lobby  Congress  each  year  for  an  annual  appropriation  to  keep  the  project  moving  forward.  This  coming  year,  the  region  will 
receive  $27.5  million,  more  than  twice  the  funding  received  in  1995.  This  is  a continued  commitment  by  Congress  supported  by  the  Clinton 
administration  and  California  Governor  Pete  Wilson,  who  have  deemed  the  SFIA  extension  to  be  both  a national  and  state  transportation  prior- 
ity. We  currently  anticipate  breaking  ground  on  the  airport  extension  during  fiscal  year  1997  with  the  project  scheduled  for  completion  in  the 
year  2000. 

The  Capitol  Corridor 

BART  expansion  took  on  a different  meaning  when  the  state  Legislature  passed  Senate  Bill  457,  which  names  BART  to  manage  the  Capitol 
Corridor  rail  service  between  Sacramento  and  San  Jose.  The  bill,  authored  by  Senator  David  Kelley,  R-San  Diego,  and  signed  into  law  by 
Governor  Wilson,  calls  for  the  creation  of  a joint  powers  board  to  oversee  the  operation,  while  BART  would  manage  the  system  for  at  least  the 
first  three  years. 

Capitol  Corridor  trains  currently  are  being  operated  by  Amtrak  under  contract  with  the  state.  Four  daily  roundtrips  carry  about  1,000 
passengers  per  day.  However,  weekend  and  holiday  excursions  account  for  most  of  this  ridership.  BART  is  studying  how  to  expand  the  service 
to  promote  greater  travel  during  peak  weekday  periods.  With  the  timely  addition  of  equipment  and  track  repairs,  service  could  be  expanded  to 
six  daily  roundtrips  within  three  years.  The  cost  will  be  borne  by  the  state  and  the  Southern  Pacific  Transportation  Company. 

The  Capitol  Corridor  service  is  a great  opportunity  for  BART  to  serve  new  markets  and  geographic  areas  and  a logical  step  toward  be- 
coming the  Bay  Area’s  principal  provider  of  rail  service. 

Equipment  Upgrades 

There’s  more  to  expanding  service  than  laying  new  guideways,  of  course,  and  BART  is  a step  ahead  with  planning  for  additional  rolling  stock. 
This  year,  BART  received  the  last  of  80  new  C2  cars,  featuring  all  new  state-of-the-art  train  technology.  An  additional  26  new  cars  will  be 
added  in  1997  to  meet  extension  needs.  Almost  all  of  these  cars  were  built  locally  by  Amerail,  formerly  a division  of  Morrison  Knudsen  Corp.,  in 
a converted  steel  plant  in  Pittsburg.  Some  300  people  were  employed  assembling  the  vehicles.  BART  invested  about  $142  million  in  the  new 
cars,  saving  $18  million  on  the  deal  through  tough  bargaining  with  the  final  three  bidders  on  the  project. 

Refurbishment  of  BART’s  original  fleet  of  439  cars  also  will  take  place  locally.  AEG  Transportation  Systems,  Inc.,  now  Adtranz,  won  a $330 
million  contract  to  renovate  the  fleet  over  the  next  seven  years,  has  retooled  the  Pittsburg  plant  to  accommodate  this  project.  The  work  got 
underway  in  June. 

The  BART  fleet  now  totals  669  transit  vehicles. 

Other  System  Improvements 

BART’S  $1 -billion,  system-wide  revitalization  also  includes  station  renovation.  Work  was  begun  on  the  Walnut  Creek  and  Oakland  Coliseum 
stations,  and  contract  specifications  were  being  prepared  for  work  on  eight  more  stations:  Hayward,  Fremont,  Orinda,  Pleasant  Hill,  Glen  Park, 
Balboa  Park,  Ashby  and  Richmond.  The  eight-station  project,  which  includes  new  escalators,  security  gates,  lighting  systems,  roofing,  irriga- 
tion systems,  landscaping  and  bicycle  lockers  and  refurbished  rest  rooms  and  parking  lots  as  needed.  Is  expected  to  run  about  $8  million. 
Much  of  BART’S  behind  the  scenes  support  will  also  be  renovated. 

Safety  and  Convenience 

As  part  of  BART’s  Security  Improvement  Program,  a new  police  facility  was  opened  at  the  Walnut  Creek  BART  Station  which  is  the  second 
facility  to  open,  with  additional  facilities  recently  opened  at  the  El  Cerrito  Del  Norte  and  Bay  Fair  Stations.  These  facilities  were  constructed 
as  part  of  an  overall  enhanced  security  program  for  the  transit  system  by  the  police  department  to  decentralize  its  operation,  and  have  its 
personnel  more  visible  and  available  on  the  system.  The  first  facility  was  opened  last  year  at  the  Powell  Street  Station  in  San  Francisco. 

BART  allocated  an  additional  $5.8  million  to  beef  up  security  throughout  the  system  this  year.  The  effort  is  paying  off  with  major  crimes, 
such  as  assault,  robbery,  and  auto  theft,  all  down  markedly  from  the  prior  year. 
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Finally,  we  took  pride  in  seeing  our  new  paratransit  service  take  shape.  BART  and  AC  Transit  formed  the  East  Bay  Paratransit  Consortium  | 
to  provide  alternative  public  transit  for  people  with  disabilities  as  required  by  the  Americans  with  Disabilities  Act  of  1990.  j 

New  Technology  — } 

A year  after  becoming  the  first  transit  district  in  the  nation  to  receive  a federal  defense  conversion  grant,  BART  successfully  tested  a prototype 
for  a new  train  control  system  that  uses  battle-proven  military  tracking  technology.  The  Advanced  Automatic  Train  Control  (AATC)  system  per-  ! 

formed  without  flaw  at  the  Hayward  test  track  in  May.  Further  testing  is  planned  next  year  on  a segment  of  operating  line,  followed  by  instal-  I 

lation  system-wide  at  the  turn  of  the  century.  j 

The  AATC  will  ultimately  help  BART  to  improve  peak-hour  service  and  increase  rider  capacity  by  reducing  the  intervals  between  trains.  An  i 

outgrowth  of  Global  Positioning  Satellite  defense  technology  employed  by  U.S.  military  forces  during  the  Persian  Gulf  war,  the  AATC  system  i 

uses  radio  transmitters  and  receivers  placed  alongside  BART  tracks  and  in  the  lead  and  tail  cars  of  trains  to  determine  location.  The  position  of  I 
a train  traveling  80  mph  can  be  pinpointed  to  within  15  feet,  even  when  traveling  through  the  Transbay  Tube.  . ! 

AATC  is  being  developed  by  BART  and  Hughes  Aircraft,  which  have  matched  a $19.5  million  seed  grant  from  the  U.S.  Defense  Department  | 

through  the  Clinton  Administration’s  Defense  Reinvestment  Conversion  Initiative.  I 

On  another  potentially  important  front,  BART  welcomed  the  arrival  of  so-called  “station  cars”  as  part  of  a station  access  demonstration  | 

project.  Built  in  Norway,  these  small  electrically-powered  vehicles  are  especially  designed  for  use  by  transit  customers  to  get  to  and  from  i 

systems  such  as  BART.  BART,  in  partnership  with  Pacific  Gas  and  Electric  Co.,  obtained  $1.4  million  in  funding  for  a two-year  test.  Forty  of  the 
two-seat  vehicles  have  been  leased  under  the  program  for  use  by  employees  of  Bybase,  PG&E  and  other  employers. 

— On  the  Financial  Front  — 

We  continue  to  build  our  financial  plans  on  conservative  estimates  of  revenues  and  costs.  For  fiscal  year  1996-97,  the  operating  budget 
totaled  $272.2  million.  This  figure  is  up  from  the  $240.1  million  spending  plan  adopted  for  1995-96.  However,  it  also  is  $3  million  less  than 
the  preliminary  budget  outlined  in  March. 

On  the  expense  side,  operation  of  the  “core”  BART  system  will  cost  $230.8  million,  up  3 percent.  Another  $32  million  is  earmarked  for 
operating  the  new  extensions  and  five  new  stations.  BART  also  will  spend  $6.3  million  to  provide  paratransit  service  in  compliance  with  the 
federal  Americans  With  Disabilities  Act. 

Our  revenues  will  consist  of  $145.7  million  from  the  sale  of  BART  and  BART  Express  bus  tickets.  The  figure  includes  $32.8  million  from 
the  April  1 fare  increase,  which  is  earmarked  for  system-wide  renovation,  extensions  and  ADA  compliance.  We  also  received  $128.9  million 
from  BART’S  75  percent  share  of  the  half-cent  sales  tax  levied  in  BART  counties,  $7.7  million  in  earned  interest,  and  about  $5.1  million  from  I 
other  sources. 

We  are  finding  new  ways  to  save  money,  too.  This  year,  we  entered  into  a 20-year  agreement  with  the  U.$.  Energy  Department’s  | 

Bonneville  Power  Administration  for  purchase  of  electricity  at  a potential  savings  of  $9  million  per  year.  BART  currently  uses  70  megawatts  of  [ 

power  annually  to  operate  trains  and  facilities  at  a cost  of  $21  million  per  year.  The  transit  district  had  been  buying  most  of  its  power  from  | 

Pacific  Gas  and  Electric  Co.  $ince  1994,  about  six  percent  has  come  from  Western  Area  Power  Administration,  which  also  is  under  Department  [ 

of  Energy  jurisdiction.  | 

We  also  are  looking  at  consolidating  the  transit  district’s  scattered  administrative  and  training  offices  into  a central  location.  Rather  than  i 

occupying  space  in  eight  separate  buildings,  we  are  looking  at  proposals  for  accommodating  up  to  800  employees  in  a single  location  with  up  k 

to  309,000  square  feet  of  office  space.  Negotiations  are  under  way  with  nine  finalists. 

As  we  prepare  for  opening  new  lines,  renovating  our  core  system  infrastructure,  and  begin  the  construction  work  on  the  San  Francisco  | 
International  Airport  Extension,  the  future  looks  bright.  ji 
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Coopers 

&Lybrand 


Coopers  & Lybrand  L.L.P. 

(a  joint  venture) 


CALVIN  Y.  LOUIE 


a professional  services  firm 


Report  of  Independent  Accountants 

To  the  Board  of  Directors  of  San  Francisco  Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  financial  statements  of  the  San  Francisco  Bay  Area  Rapid  Transit 
District  (the  District)  as  of  June  30,  1996  and  1995  and  for  the  years  then  ended.  These  financial  statements 
are  the  responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards  and  Government  Auditing 
Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards  require  that  we  plan  and 
perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures 
in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  We 
believe  that  our  audits  provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June  30,  1996  and  1995,  and  the  results 
of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with  generally  accepted  account- 
ing principles. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  reports  dated  October  25,  1996,  on 
our  consideration  of  the  District’s  internal  control  structure  and  on  its  compliance  with  laws  and  regulations. 

San  Francisco,  California 
October  28. 1996 


Coopers  & Lybrand  L.L.R,  a registered  limited  liability  partnership,  is  a member  firm  of  Coopers  & Lybrand  (International). 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Balance  Sheets 

June  30, 1996  and1995 


Dollars  In  thousands 

1996 

1995 

Assets 
Current  assets: 

Cash  and  cash  equivalents 

$ 81,920 

$ 64,581 

Investments 

4,217 

4,235 

Total  cash,  cash  equivalents  and  investments  (including  restricted 
cash  and  investments  of  $5,109  in  1996  and  $4,602  in  1995) 

86,137 

68,816 

Deposits  held  by  trustee  - restricted 

54,242 

62,840 

Capital  grants  and  contributions  receivable  - restricted 

98,616 

72,385 

Other  receivables 

12,909 

9,873 

Materials  and  supplies 

20,479 

20,128 

Total  current  assets 

272,383 

234,042 

Restricted  and  designated  assets: 

Investments  for  capital  purposes 

200,082 

313,763 

Board  designated  investments 

17,903 

17,606 

Deferred  compensation  plan  investments 

141,376 

121,856 

Facilities,  property  and  equipment,  net 

2,927,622 

2,682,992 

Capital  grants  and  contributions  receivable 

9,076 

— 

Other  receivables 

42,585 

— 

Total  assets 

$3,611,027 

$3,370,259 

Liabilities  and  Fund  Equity 

Current  liabilities: 

Current  portion  of  long-term  debt 

53,765 

48,795 

Payroll  and  other  liabilities 

80,181 

66,187 

Current  portion  of  self-insurance  liabilities 

15,197 

9,544 

Unearned  passenger  revenue 

2,794 

2,462 

Current  portion  of  capital  lease  liability 

3,154 

— 

Total  current  liabilities 

155,091 

126,988 

Contracts  payable  - restricted  assets 

27,140 

58,402 

Self-insurance  liabilities 

7,377 

7,338 

Deferred  compensation  plan  liabilities 

141,376 

121,856 

Long-term  debt,  net 

520,779 

572,302 

Long-term  portion  of  capital  lease  liability 

42,585 

— 

Total  liabilities 

894,348 

886,886 

Commitments  and  contingencies  (Note  13). 

Fund  equity: 

Contributed  capital 

1,789,506 

1,582,962 

Retained  earnings 

927,173 

900,411 

Total  fund  equity 

2,716,679 

2,483,373 

Total  liabilities  and  fund  equity 

$3,611,027 

$ 3,370,259 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Revenues  and  Expenses 

for  the  years  ended  June  30, 1996  and  1995 


Dollars  In  thousands 

1996 

1995 

Operating  revenues: 

Fares 

$ 123,691 

$ 103,877 

Other  (including  investment  income) 

13,236 

12,663 

Total  operating  revenues 

136,927 

116,540 

Operating  expenses: 

Transportation 

76,184 

70,174 

Maintenance 

98,036 

92,201 

Police  services 

18,086 

15,512 

Construction  and  engineering 

9,751 

7,419 

General  and  administrative 

72,182 

59,346 

Depreciation 

54,023 

45,581 

Total  operating  expenses 

328,262 

290,233 

Less  capitalized  costs 

(29,977) 

(26,318) 

Net  operating  expenses 

298,285 

263,915 

Operating  loss 

(161,358) 

(147,375) 

Other  revenues  (expenses): 


Transactions  and  use  tax  (sales  tax) 

126,077 

115,186 

Property  tax 

58,091 

57,236 

State  financial  assistance 

286 

— 

Local  financial  assistance 

595 

550 

Other  investment  income 

14,336 

13,312 

Interest  expense 

(33,785) 

(26,999) 

Other  expense,  net 

(714) 

(578) 

Total  other  revenues 

164,886 

158,707 

Net  income 

$ 3,528 

$ 11,332 

The  accompanying  notes  are  an  integral  part  of  these  financiai  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Changes  in  Fund  Equity 

for  the  years  ended  June  30, 1996  and  1995 


Dollars  In  thousands 

Contributed 

Capital 

Retained 

Earnings 

Total 
Fund  Equity 

Balances,  June  30,1994 
Net  income 

Other  additions  (deductions): 

Contributed  capital 

Depreciation  of  assets  acquired  with  contributed  capital 

$1,383,677 

224,984 

(25,699) 

$ 863,380 
11,332 

25,699 

$2,247,057 

11,332 

224,984 

Balances,  June  30, 1995 

1,582,962 

900,411 

2,483,373 

Net  income 

— 

3,528 

3,528 

Other  additions  (deductions): 

Contributed  capital 

229,778 

— 

229,778 

Depreciation  of  assets  acquired  with  contributed  capital 

(23,234) 

23,234 

— 

Balances,  June  30, 1996 

$1,789,506 

$ 927,173 

$2,716,679 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 


o 


1996  Annual  Report 


1 


i 

I San  Francisco  Bay  Area  Rapid  Transit  District 

Statements  of  Cash  Flows 

for  the  years  ended  June  30, 1996  and  1995 


Dollars  In  thousands 

1996 

1995 

Cash  flows  from  operating  activities: 
Operating  loss 

$ (161,358) 

$ (147,375) 

Less  investment  income  included  in  operating  revenue 

(9,355) 

(8,814) 

Operating  loss  excluding  investment  income 
Adjustments  to  reconcile  operating  loss  to  net  cash  used  in  operating  activities: 

(170,713) 

(156,189) 

Depreciation 

54,023 

45,581 

Loss  on  sale  of  facilities,  property  and  equipment 
Net  effect  of  changes  in: 

123 

Receivables 

(34,809) 

22,273 

Materials  and  supplies 

(351) 

2,337 

Payroll  and  other  liabilities 

13,994 

13,130 

Self-insurance  liabilities 

5,692 

(1,302) 

Unearned  passenger  revenue 

332 

137 

Net  cash  used  in  operating  activities 

(131,709) 

(74,033) 

Cash  flows  from  noncapital  financing  activities: 

Transactions  and  use  tax  received 

97,687 

93,625 

Property  tax  received 

12,519 

12,002 

Financial  assistance  received 

881 

550 

Net  cash  provided  by  noncapital  financing  activities 

111,087 

106,177 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

28,390 

21,561 

Property  tax  received 

45,572 

45,234 

Interest  paid  on  debt 

(32,255) 

(25,514) 

Capital  grants  received 

229,778 

224,984 

Principal  paid  on  long-term  debt 

(48,795) 

(46,660) 

Proceeds  from  issuance  of  sales  tax  revenue  bonds 

— 

135,000 

Bond  issuance  costs 

(52) 

(4,649) 

Expenditures  for  facilities,  property  and  equipment 

(331,919) 

(338,957) 

Proceeds  from  sale  of  facilities,  property  and  equipment 

2,038 

— 

Proceeds  from  note  payable 

— 

44,550 

Other,  net 

(124) 

(3) 

Net  cash  provided  by  (used  in)  capital  and  related  financing  activities 

(107,367) 

55,546 

Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 

761 ,444 

566,118 

Purchase  of  investments 

(630,770) 

(665,903) 

Interest  on  investments 

14,654 

11,137 

Net  cash  provided  by  (used  in)  investing  activities 

145,328 

(88,648) 

Net  increase  (decrease)  in  cash  and  cash  equivalents 

17,339 

(958) 

Cash  and  cash  equivalents,  beginning  of  year 

64,581 

65,539 

Cash  and  cash  equivalents,  end  of  year 

$ 81 ,920 

$ 64,581 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements 


1.  Significant  Accounting  Policies 
Description  of  Reporting  Entity 

The  San  Francisco  Bay  Area  Rapid  Transit  District  (the  District) 
is  a public  agency  created  by  the  legislature  of  the  State  of 
California  in  1957  and  regulated  by  the  San  Francisco  Bay 
Area  Rapid  Transit  District  Act,  as  amended,  and  subject  to 
transit  district  law  as  codified  in  the  California  Public  Utilities 
Code.  The  disbursement  of  funds  received  by  the  District  is 
controlled  by  statutes  and  by  provisions  of  various  grant 
contracts  entered  into  with  federal,  state  and  local  agencies. 

The  District  has  defined  its  financial  reporting  entity  in  accor- 
dance with  Government  Accounting  Standards  No.  14,  which 
states  that  the  financial  reporting  entity  should  consist  of  (a) 
the  primary  government,  (b)  the  organizations  for  which  the 
primary  government  is  financially  accountable,  and  (c)  the 
other  organizations  for  which  the  nature  and  significance  of 
their  relationship  with  the  primary  government  are  such  that 
exclusion  would  cause  the  reporting  entity’s  financial  state- 
ments to  be  misleading  or  incomplete.  Based  on  this  defini- 
tion, the  financial  statements  of  the  District  (the  primary  gov- 
ernment) include  those  of  the  Transit  Financing  Authority 
(the  Authority),  a component  unit. 

Basis  of  Accounting  and  Presentation 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under 
this  method,  revenues  are  recorded  when  earned  and  expens- 
es are  recorded  when  the  related  liability  is  incurred. 

The  financial  statements  of  the  District  are  presented  as  an 
enterprise  fund  and  are  accounted  for  in  separate  funds, 
principally  the  Operating  Fund,  Construction  Fund  and  Debt 
Service  Fund.  Such  funds  are  combined  for  financial  reporting 
purposes  in  order  to  present  the  financial  position  and  results 
of  operations  of  the  District  as  a whole. 

Cash  and  Cash  Equivalents 

The  District  considers  all  highly  liquid  investments  with  a 
maturity  of  three  months  or  less  when  purchased  to  be  cash 
equivalents.  Deposits  held  by  trustee,  deferred  compensation 
plan  investments,  and  investments  restricted  for  Board  desig- 
nated purposes  are  treated  as  investments. 


Investments 

Investments  are  stated  at  cost  or  amortized  cost,  except  for 
investments  of  the  deferred  compensation  plan  which  are 
stated  at  market  value.  As  a matter  of  policy,  the  District  holds 
investments  until  their  maturity. 

Deposits  Held  by  Trustee 

Deposits  held  by  trustee,  consisting  of  cash  and  investments, 
are  held  by  trustee  banks  in  accordance  with  the  District’s 
various  bond  and  note  indentures  and  for  general  debt  service 
requirements.  Deposits  are  stated  at  cost. 

Restricted  and  Designated  Cash  and  Investments 

Certain  cash  and  investments  are  classified  as  restricted  and 
designated  assets  on  the  balance  sheets  because  their  use 
is  limited,  either  by  certain  bond  covenants  or  by  the  Board  of 
Directors’  designations.  The  use  of  these  funds  is  restricted 
for  use  in  construction  or  for  debt  service  payments. 

Materials  and  Supplies 

Materials  and  supplies  consist  primarily  of  replacement  parts 
for  the  system  and  rail  vehicles.  Materials  and  supplies  are 
stated  at  cost,  which  approximates  market,  using  the  aver- 
age-cost method.  Materials  and  supplies  are  expensed  as 
consumed. 

Facilities,  Property  and  Equipment 

Facilities,  property  and  equipment  are  stated  at  cost  and  de- 
preciated using  the  straight-line  method  over  the  estimated 
useful  lives  of  the  assets.  Depreciation  expense  on  assets 
acquired  with  capital  grant  funds  is  transferred  to  contributed 
capital  after  being  charged  to  operations. 

Facilities,  Property  and  Equipment,  continued 

Major  improvements  and  betterments  to  existing  facilities  and 
equipment  are  capitalized.  Costs  for  maintenance  and  repairs 
which  do  not  extend  the  useful  life  of  the  applicable  assets  are 
charged  to  expense  as  incurred.  Upon  disposition,  costs  and 
accumulated  depreciation  are  removed  from  the  accounts 
and  resulting  gains  or  losses  are  included  in  operations. 

The  District  capitalizes  certain  interest  income  and  expense 
related  to  tax-free  borrowings.  The  net  effect  of  such  interest 
capitalization  was  to  increase  expenditures  for  facilities, 
property  and  equipment  by  $57,000  and  $1,833,000  during 
the  years  ended  June  30,1996  and  1995,  respectively,  for  the 
difference  between  interest  income  and  interest  expense  from 
applicable  borrowings. 


0 


1996  Annual  Report 


Compensated  Absences 

Compensated  absences  are  accrued  and  reported  as  a lia- 
bility in  the  period  earned.  Amounts  payable  at  June  30  are 
included  on  the  balance  sheets  in  payroll  and  other  liabilities. 

Unearned  Passenger  Revenue 

Unearned  passenger  revenue  is  an  estimate  of  passenger 
tickets  purchased  which  have  not  yet  been  used. 

Contributed  Capital 

The  District  receives  grants  from  the  Federal  Transit  Admin- 
istration (FTA)  and  other  agencies  of  the  U.S.  Department  of 
Transportation,  state,  and  local  transportation  funds  for  the 
acquisition  of  transit  related  equipment  and  improvements. 
Capital  grants  are  recognized  as  donated  capital  to  the  extent 
that  costs  under  the  grant  have  been  incurred  and  recorded 
as  assets.  Capital  grant  funds  earned,  less  amortization  equal 
to  accumulated  depreciation  of  the  related  assets,  are  includ- 
ed in  contributed  capital. 

Ti-ansactions  and  Use  Tax  (Sales  Tax)  Revenue 

State  of  California  legislation  authorizes  the  District  to  impose 
a ]4%  transaction  and  use  tax  within  District  boundaries 
which  is  collected  and  administered  by  the  State  Board  of 
Equalization.  Of  amounts  available  for  distribution,  75%  is 
paid  directly  to  the  District’s  trustee  for  the  purpose  of  paying 
bond  interest,  principal  and  expenses.  Monies  not  required 
for  these  purposes  are  transmitted  to  the  District.  The  remain- 
ing 25%  is  allocated  by  the  Metropolitan  Transportation 
Commission  (MTC)  to  the  District,  the  City  and  County  of  San 
Francisco,  and  the  Alameda-Contra  Costa  Transit  District  for 
transit  services.  The  District  records  the  total  transactions 
and  use  taxes  earned  (including  amounts  paid  to  the  trustee) 
as  revenue. 

Property  Taxes,  Collection  and  Maximum  Rates 

The  State  of  California  Constitution  Article  XIII  A provides  that 
the  general  purpose  maximum  property  tax  rate  on  any  given 
property  may  not  exceed  1 % of  its  assessed  value  unless  an 
additional  amount  for  general  obligation  debt  has  been  ap- 
proved by  voters.  Assessed  value  is  calculated  at  100%  of 
market  value  as  defined  by  Article  XIII  A and  may  be  adjusted 
by  no  more  than  2%  per  year  unless  the  property  is  sold  or 
transferred.  The  State  Legislature  has  determined  the  method 
of  distribution  of  receipts  from  a 1%  tax  levy  among  the 
counties,  cities,  school  districts  and  other  districts,  such  as 
the  District. 


The  District  receives  property  tax  revenues  to  meet  the 
debt  service  requirements  of  its  General  Obligation  Bonds. 
The  District  also  receives  an  allocation  of  property  tax  rev- 
enues for  transit  operations.  San  Francisco,  Alameda  and 
Contra  Costa  Counties  assess  properties  and  bill  for,  collect, 
and  distribute  property  taxes.  Property  taxes  are  recorded  as 
revenue  and  receivables,  net  of  estimated  uncollectibles,  in 
the  fiscal  year  of  levy. 

Financial  Assistance  Grants 

Financial  assistance  grants  are  accrued  as  other  revenue  in 
the  period  to  which  the  grant  applies. 

2.  Cash  and  Investments 

The  District  maintains  a cash  and  investment  pool  that  includes 
cash  and  investments  available  for  general  use  and  restrict- 
ed for  Board  designated  purposes.  Cash  and  investments  of 
the  District’s  deferred  compensation  plan  (see  Note  11)  are 
held  separately  by  the  plan’s  administrator. 

Deposits 

At  June  30, 1996  (and  1995),  the  District’s  cash  on  hand  was 
$1,867,000  (1995,  $750,000)  and  the  carrying  amount  of  the 
District’s  time  and  demand  deposits  was  $5,213,000  (1995, 
($8,052,000))  with  the  corresponding  bank  balance  of 
$4,578,000  (1995,  $4,359,000).  Of  the  bank  balance,  $300,000 
and  $200,000  for  1996  and  1995,  respectively,  was  insured  by 
federal  depository  insurance  or  collateralized  by  securities  held 
by  the  District’s  agent  in  the  District’s  name,  and  $4,278,000 
(1995,  $4,159,000)  is  required  by  Section  53652  of  the  Cali- 
fornia Government  Code  to  be  collateralized  110%  by  the 
pledging  financial  institutions.  Such  collateral  is  not  required 
to  be  in  the  District’s  name. 

Investments 

State  of  California  statutes  and  District  policy  authorize  the 
District  to  invest  in  obligations  of  the  U.S.  Treasury,  its  agen- 
cies and  instrumentalities,  bankers’  acceptances,  repurchase 
and  reverse  repurchase  agreements,  and  the  State  Treasurer’s 
investment  pool.  The  District  did  not  enter  into  any  reverse 
repurchase  agreements  during  1996  or  1995. 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  — continued 


The  District’s  investments  are  categorized  below  to  give  an 
indication  of  the  credit  risk  assumed  by  the  District  at  June 
30, 1996.  Category  1 includes  investments  that  are  insured  or 
registered  or  for  which  the  securities  are  held  by  the  District 
or  its  agent  in  the  District’s  name.  Category  2 includes  unin- 
sured and  unregistered  investments  for  which  the  securities 
are  held  by  the  broker’s  or  dealer’s  trust  department  or  agent 
in  the  District’s  name.  Category  3 includes  investments  which 
are  uninsured  and  unregistered,  for  which  the  securities  are 
held  by  the  broker’s  or  dealer’s  trust  department  or  agent,  but 
not  in  the  District’s  name. 


The  Board  of  Directors  of  the  District  have  designated  the 
following  amounts,  consisting  of  investments,  as  a reserve  of 
fund  equity  for  the  following  purposes  (in  thousands): 


1996 

1995 

Basic  system  completion 

$ 1,721 

$ 2,002 

System  improvement 

1,797 

1,794 

Self-insurance 

9,000 

9,000 

Operating 

5,385 

4,810 

Total 

$17,903 

$17,606 

1996 

1995 

Category 

Carrying 

Market 

Category 

Carrying 

Market 

Dollars  in  thousands 

1 

2 3 

Amount 

Value 

1 

2 3 

Amount 

Value 

Money  market 

- 

$26,153  — 

$ 26,153 

$ 26,153 

$18,831  — 

$ 18,831 

$ 18,831 

U.S.  Treasury  bills 

$ 71,814 

— — 

71,814 

71,259 

S 130,960 

— — 

130,960 

131 ,850 

U.S.  Treasury  notes 

5,057 

— — 

5,057 

5,060 

5,037 

1,011  — 

6,048 

6,085 

Federal  agency  obligations 

209,432 

— — 

209,432 

211,231 

264,713 

— — 

264,713 

268,737 

Repurchase  agreements 

24,108 

— — 

24,108 

24,108 

23,394 

- - 

23,394 

23,394 

Total 

$310,411 

$26,153  — 

336,564 

337,811 

$424,104 

$19,842  — 

443,946 

448,897 

Cash  on  hand 

1,867 

1,867 

750 

750 

Time  and  demand  deposits 
Investment  in  California  local 

(5,213) 

(5,213) 

(8,052) 

(8,052) 

agency  investment  fund 
Mutual  funds  - deferred 

15,000 

15,000 

15,000 

15,000 

compensation  plan  investments 

141,376 

141,376 

121,856 

121,856 

Total 

$489,594 

$ 490,841 

$573,500 

$578,451 

Reported  as: 

Cash  and  cash  equivalents 

$ 81,920 

$ 64,581 

Investments  - current 

4,217 

4,235 

Payroll  and  other  liabilities 
(representing  cash  overdraft) 
Deposits  held  by  trustee  - restricted  - 

(10,146) 

(11,381) 

current  and  long-term 
Investments  restricted  for  capital 

54,242 

62,840 

purposes 

200,082 

313,763 

Deferred  compensation  plan 

investments 

141,376 

121,856 

Investments  restricted  for  Board 

designated  purposes 

17,903 

17,606 

Total 

$489,594 

$573,500 
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3.  Facilities,  Property  and  Equipment 

Facilities,  property  and  equipment  at  June  30, 1996  and 
1995  are  summarized  as  follows  (in  thousands): 


Lives  (Years) 

1996 

1995 

Land 

$ 241,782 

$ 241,710 

Improvements 

80 

1,542,612 

1,392,873 

System-wide  operation  and  control 

20 

242,103 

240,907 

Revenue  transit  vehicles 

30 

548,294 

488,108 

Service  and  miscellaneous  equipment 

3-20 

37,989 

35,667 

Capitalized  construction  and  start-up  costs 

30 

97,748 

97,733 

Repairable  property  items 

30 

15,800 

15,704 

Capital  leases 

30 

48,777 

— 

2,775,105 

2,512,702 

Less  accumulated  depreciation  and  amortization 

(771,315) 

(718,600) 

2,003,790 

1,794,102 

Construction-in-progress 

923,832 

888,890 

Total 

$ 2,927,622 

$ 2,682,992 

Depreciation  expense  on  capital  leases  for  the  year  ended 
June  30, 1996  was  $1 ,750,000. 

The  District  has  entered  into  contracts  for  the  construction 
of  various  facilities  and  equipment  totaling  approximately 
$407,000,000  at  June  30, 1996. 

The  District  is  currently  involved  in  construction  of  Phase  1 of 
an  extension  project  that  will  add  35  miles  of  track  and  10 
new  stations  to  the  system  at  a total  cost  of  approximately 
$2,936,000,000.  The  District  anticipates  completing  Phase  1 
by  the  year  2002.  The  District  anticipates  funding  for  Phase  1 
will  come  from  the  federal  government  ($878,000,000),  State 
of  California  ($633,000,000),  San  Mateo  County  ($473,000,000), 
Alameda  and  Contra  Costa  Counties  ($321,000,000),  bridge 
tolls  ($144,000,000),  San  Francisco  International  Airport 
($200,000,000),  and  the  District  ($111,000,000),  with  the  remain- 
ing source  of  funding  yet  to  be  identified. 
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4.  Risk  Management 

The  District  is  fully  self-insured  for  workers’  compensation 
claims  and  partially  self-insured  for  public  liability  and  prop- 
erty damage.  The  self-insured  maximum  for  public  liability  and 
property  damage  claims  is  $10,000,000  for  any  one  occur- 
rence. Claims  in  excess  of  self-insurance  retentions  are  cov- 
ered up  to  an  additional  $140,000,000  by  insurance  policies. 

The  self-insurance  programs  are  administered  by  indepen- 
dent adjustment  bureaus.  The  liability  is  based,  in  part,  upon 
the  independent  adjustment  bureaus’  estimate  of  reserves 
required  for  unsettled  claims  and  related  administrative  costs, 
and  includes  claims  that  are  incurred  but  not  reported.  Such 
reserves  are  actuarially  determined  and  subject  to  periodic 
adjustment  as  conditions  warrant. 

The  estimated  liability  for  insurance  claims  at  June  30,1996 
is  believed  to  be  sufficient  to  cover  any  costs  arising  out  of 
claims  filed  or  to  be  filed  for  accidents  which  occurred  through 
that  date. 

Claim  expenses  and  liabilities  are  reported  when  it  is  probable 
that  a loss  has  accrued  and  the  amount  of  that  loss  can  be 
reasonably  estimated.  These  losses  include  an  estimate  of 
claims  that  have  been  incurred  but  not  reported. 

At  June  30, 1 996,  the  amount  of  these  liabilities  was  $22,574,000. 
This  liability  is  the  District’s  best  estimate  based  on  available 
information.  Changes  in  the  reported  liability  since  June  30, 1995 
are  as  follows  (in  thousands): 


1996 

1995 

Liability  at  beginning  of  year 

$16,882 

$18,184 

Current  year  claims  and  changes 
in  estimates 

12,142 

4,663 

Payment  of  claims 

(6,450) 

(5,965) 

Liability  at  end  of  year 

$22,574 

$16,882 

5.  Joint  Exercise  of  Powers  Agreement 
Description 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement), 
dated  August  1, 1991,  between  the  District  and  MTC  provid- 
ed for  the  creation  of  the  Transit  Financing  Authority  (the 
Authority),  a public  instrumentality  of  the  State  of  California. 
The  term  of  the  Agreement  is  for  ten  years,  unless  extended  or 
earlier  terminated.  The  Authority  was  formed  for  the  purpose 
of  providing  financing  and  contracting  for  public  transit  im- 
provements, including  the  refinancing  of  prior  indebtedness 
and  acquiring,  selling  and  financing  public  capital  improve- 
ments, working  capital,  liability  and  other  insurance  needs, 
and  for  the  specific  purpose  of  assisting  in  financing  the 
District’s  East-Bay  extensions. 

The  governing  board  of  the  Authority  consists  of  two  mem- 
bers each  from  the  District  and  MTC.  Neither  the  District  nor 
MTC  is  responsible  for  any  debt,  liabilities  and  obligations  of 
the  Authority. 

At  the  end  of  the  term  or  upon  the  earlier  termination  of  the 
Agreement,  all  assets  of  the  Authority  shall  be  distributed  to 
the  two  participants,  and  any  surplus  money  on  hand  shall  be 
returned  to  these  participants  in  proportion  to  their  respective 
contributions  to  the  Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority 
since  inception  and  has  only  a residual  equity  interest  as  men- 
tioned above.  Because  the  District  is  not  an  investee  in  the 
Authority,  the  equity  method  is  not  considered  appropriate. 

Commercial  Paper  Program 

The  Authority  has  undertaken  a commercial  paper  program  to 
finance  certain  of  the  District’s  system  improvements  in  con- 
nection with  the  multi-phase  extension  program.  Under  the 
program,  in  October  1992,  the  Authority  issued  its  Com- 
mercial Paper  Notes,  Series  A,  and  Commercial  Paper  Notes, 
Series  B,  in  the  aggregate  amount  of  $100,000,000.  During 
March  and  April  1994,  the  Authority  redeemed  and  retired  all 
commercial  paper  notes  issued  under  the  program. 

At  June  30,1996,  the  Authority  has  no  assets,  liabilities  and 
retained  earnings.  The  District  is  continuing  to  fund  expenses 
to  maintain  the  commercial  paper  program  for  future  financ- 
ing needs. 
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6.  Joint  Ventures 
Technology  Reinvestment  Project 

During  fiscal  year  1995,  the  District  and  the  joint  venture  of 
Hughes  Transportation  Control  Systems,  Inc.,  and  Morrison 
Knudsen  Train  Control,  Inc.  (HMK)  entered  into  a memoran- 
dum of  understanding  (MOU)  to  form  an  alliance  (Alliance)  to 
develop  a cost-effective,  highly  reliable  and  safe  train  control 
system  for  passenger  and  freight  carrying  trains.  The  project  is 
funded  under  the  Technology  Reinvestment  Project  managed 
by  the  Advanced  Research  Projects  Agency  (ARPA).  The 
Federal  Transit  Administration  (FTA)  has  agreed  to  manage  and 
oversee  the  project  on  behalf  of  ARPA.  This  project  has  an 
initial  term  of  29  months. 

The  project  is  governed  by  an  executive  committee  which 
will  consist  of  eight  members;  three  appointed  by  the  District, 
four  appointed  by  HMK,  and  one  appointed  by  the  FTA.  The 
executive  committee  will  be  chaired  by  the  District’s  general 
manager. 

The  District’s  participation  in  this  project  is  in  the  form  of 
in-kind  contributions  which  consist  primarily  of  labor  costs, 
and  direct  costs  that  are  reimbursable  by  the  Alliance.  For 
the  years  ended  June  30, 1996  and  1995,  the  District  had 
provided  the  Alliance  with  approximately  $2,983,000  and 
$1,588,000  in  in-kind  contributions,  respectively,  and  had  in- 
curred approximately  $856,000  and  $394,000  of  costs  that 
were  reimbursable  by  the  Alliance,  respectively. 

Paratransit  Consortium 

In  1994,  the  District  and  the  Alameda-Contra  Costa  Transit 
District  (AC  Transit)  executed  a Joint  Exercise  of  Powers  Agree- 
ment establishing  the  East  Bay  Paratransit  Consortium  (the 
Consortium).  The  purpose  of  the  Consortium  is  to  enable 
the  District  and  AC  Transit  to  jointly  administer  ADA  para- 
transit services  in  the  service  area  overlapped  by  the  District 
and  AC  Transit.  The  Consortium  receives  operating  subsidies 
of  State  Transit  Assistance  funds  administered  by  the  MTC. 
For  the  year  ended  June  30,1996,  MTC  granted  the  entire 
subsidy  to  the  District  as  the  lead  agency.  The  lead  agency  is 
rotated  annually. 

The  project  receives  direction  from  the  Service  Review  Com- 
mittee, which  consists  of  the  general  manager  (or  designee) 
from  each  member  agency. 

The  District  received  approximately  $2,300,000  from  MTC 
in  1996.  Expenses  for  operation  of  the  program  were  approxi- 
mately $1,400,000.  The  District  will  reimburse  MTC  for 
approximately  $900,000  in  fiscal  1997.  The  amount  to  be  re- 
imbursed is  included  in  other  liabilities  at  June  30, 1996. 


7.  Long-Term  Debt 

Long-term  debt  at  June  30, 1996  and  1995  is  summarized  as 
follows  (in  thousands): 


1996 

1995 

1962  General  Obligation  Bonds 

$126,950 

$167,575 

1966  Special  Service  District  Bonds 

1,370 

2,010 

1990  Sales  Tax  Revenue  Refunding  Bonds 

148,260 

152,879 

1991  Sales  Tax  Revenue  Bonds 

53,480 

54,805 

1993  Sales  Tax  Revenue  Notes 

74,500 

74,500 

1995  Sales  Tax  Revenue  Bonds 

135,000 

135,000 

Note  payable 

44,550 

44,550 

Less: 

Unamortized  bond  discount  and 

584,110 

631,319 

issuance  costs 

(9,566) 

(10,222) 

Current  portion 

(53,765) 

(48,795) 

Net  long-term  portion 

$520,779 

$572,302 

1962  General  Obligation  Bonds 

In  1962,  voters  of  the  member  counties  of  the  District  autho- 
rized a bonded  indebtedness  totaling  $792,000,000  of  Gener- 
al Obligation  Bonds  maturing  through  1999,  with  interest  rates 
ranging  from  1.5%  to  6%.  Payment  of  both  principal  and  in- 
terest is  provided  by  the  levy  of  District-wide  property  taxes. 

1966  Special  Service  District  Bonds 

In  1966,  City  of  Berkeley  voters  formed  Special  Service 
District  No.  1 and  authorized  the  issuance  of  $20,500,000  of 
General  Obligation  Bonds  maturing  through  1998,  of  which 
$12,000,000  were  issued  for  construction  of  subway  exten- 
sions within  that  city.  Payment  of  both  principal  and  interest  is 
provided  by  taxes  levied  upon  property  within  Special  Service 
District  No.  1 . Bond  interest  rates  range  from  4%  to  5.5%. 
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1990  Sales  Tax  Revenue  Refunding  Bonds  (the  1990  Bonds) 

In  July  1990,  the  District  issued  sales  tax  refunding  bonds 
totaling  $158,478,000.  The  1990  Bonds  are  special  obligations 
of  the  District  payable  from  and  collateralized  by  a pledge  of 
the  sales  tax  revenues.  At  June  30, 1996,  the  1990  Bonds  con- 
sist of  $123,420,000  of  current  interest  bonds  due  from  1996 
to  2012  v\/ith  interest  rates  ranging  from  6.30%  to  6.75%  and 
$24,840,000  of  capital  appreciation  serial  bonds  ($1 6,828,000 
original  amount)  with  yields  of  6.65%  to  6.75%  due  from  2002 
to  2005.  Interest  on  the  capital  appreciation  bonds  is  payable 
at  maturity.  For  financial  reporting  purposes,  accrued  interest 
is  added  to  the  principal  balance.  The  current  interest  bonds 
maturing  on  July  1,  2009  ($56,215,000)  are  redeemable  after 
July  1, 2000,  at  the  option  of  the  District  at  prices  ranging  from 
100%  to  102%.  The  1990  Bonds  were  issued  to  advance 
refund  1 985  Sales  Tax  Revenue  Bonds  outstanding. 

1991  Sales  Tax  Revenue  Bonds  (the  1991  Bonds) 

The  1991  Bonds  were  issued  in  August  1991  in  the  amount  of 
$56,010,000  and  are  special  obligations  of  the  District,  pay- 
able from  and  collateralized  by  a pledge  of  sales  tax  revenues. 
At  June  30, 1996,  the  1991  Bonds  consist  of  $13,605,000  of 
serial  bonds  due  from  1996  to  2002  with  interest  rates  rang- 
ing from  5.60%  to  6.3%  and  $39,875,000  of  term  bonds  due 
from  2005  to  2012  with  interest  rates  ranging  from  6.4%  to 
6.6%.  The  District  is  required  to  make  sinking  fund  payments 
on  the  term  bonds  beginning  on  July  1,  2003.  Additionally, 
the  1991  Bonds  maturing  after  June  30,  2001  are  redeemable, 
at  the  option  of  the  District  at  prices  ranging  from  100%  to 
102%. 

1993  Sales  Tax  Revenue  Notes 

In  January  1993,  the  District  issued  subordinate  sales  tax 
revenue  notes  totaling  $74,500,000  to  provide  funds  for  the 
acquisition  of  30  mass  transit  rail  vehicles.  The  notes  are  spe- 
cial obligations  of  the  District  payable  from  and  collateralized 
by  a pledge  of  certain  sales  tax  revenues  and  by  property  tax 
revenues.  The  pledge  of  the  sales  tax  revenue  is  subordinate 
to  the  District’s  pledge  of  sales  tax  revenues  with  respect  to 
payment  of  its  $158,478,000  original  principal  amount  of 
Sales  Tax  Revenue  Refunding  Bonds,  Series  1990,  and  its 
$56,010,000  original  principal  amount  of  Sales  Tax  Revenue 
Bonds,  Series  1991,  and  any  obligations  of  the  District  pay- 
able on  a parity  with  such  bonds  pursuant  to  the  terms  of  the 
indenture  under  which  such  bonds  were  issued. 


1995  Sales  Tax  Revenue  Bonds  (the  1995  Bonds) 

In  June  1995,  the  District  issued  sales  tax  revenue  bonds  total- 
ing $135,000,000  to  provide  funds  for  certain  capital  improve- 
ments including  rehabilitation  of  District  vehicles  and  facilities 
and  energy  conservation  measures.  The  bonds  are  special 
obligations  of  the  District,  payable  from  and  collateralized  by 
a pledge  of  sales  tax  revenues.  At  June  30,1996,  the  1995 
Bonds  consist  of  $65,520,000  serial  bonds  due  from  1997  to 
2012  with  interest  rates  ranging  from  4.15%  to  5.70%  and 
$69,480,000  of  term  bonds  due  from  2015  to  2020  with  inter- 
est rates  of  5.50%.  The  District  is  required  to  make  sinking 
fund  payments  on  the  term  bonds  beginning  on  July  1,  2012. 
In  addition,  the  1995  Bonds  maturing  after  June  30,  2006  will 
be  redeemable  after  July  1,  2005  at  the  option  of  the  District 
at  prices  ranging  from  100%  to  101  %. 

In  prior  years,  the  District  defeased  sales  tax  revenue  bonds 
by  placing  the  proceeds  of  new  sales  tax  revenue  refunding 
bonds  in  an  irrevocable  trust  to  provide  for  all  future  debt 
service  payments  on  the  old  bonds.  Accordingly,  the  trust 
account  assets  and  the  liability  for  the  defeased  bonds  are 
not  included  in  the  District’s  financial  statements.  At  June  30, 
1995,  the  outstanding  amount  of  sales  tax  revenue  bonds  de- 
feased was  $130,545,000.  In  July  1995  these  defeased  bonds 
were  called.  At  June  30,  1996  there  were  no  outstanding 
amounts  of  defeased  bonds. 

The  District  is  subject  to  certain  bond  covenants,  the  most 
restrictive  of  which  is  to  make  no  use  of  the  proceeds  of  the 
bonds  which  will  cause  the  bonds  to  be  arbitrage  bonds  sub- 
ject to  federal  income  taxation. 

Bond  and  note  discount  and  issuance  costs  are  amortized 
over  the  life  of  the  related  debt. 

Note  Payable 

In  September  1994,  the  District  entered  into  a note  payable 
arrangement  with  Pitney  Bowes  Credit  Corp.,  (Pitney)  in  the 
amount  of  $44,550,000  to  finance  the  cost  of  constructing  a 
telecommunications  system  (System)  along  the  District’s 
right-of-ways.  The  note  is  collateralized  by  a restricted  deposit 
held  by  a trustee  totaling  approximately  $31,815,000  at  June 
30, 1996.  This  account  is  to  be  used  by  the  District  for  making 
progress  payments  to  vendors  who  have  been  contracted  for 
the  design,  development  and  construction  of  the  System.  The 
project  is  estimated  to  be  completed  in  approximately  three 
years,  at  which  time  the  District  is  to  start  repayment  of  the 
principal  and  accrued  interest  on  the  note  to  Pitney.  Interest 
on  the  note  accrues  at  the  rate  of  7.08%  per  annum.  The 
District  has  incurred  costs  of  approximately  $19,279,000  re- 
lated to  the  construction  of  the  System,  which  has  been 
recorded  as  construction  in  progress  in  the  balance  sheet  at 
June  30,1996. 
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The  following  is  a schedule  of  long-ternn  debt  principal  pay- 
nnents  required  as  of  June  30, 1996  (in  thousands): 


1990 


1966 

Sales 

1991 

1993 

1995 

1962 

Special 

Tax 

Sales 

Sales 

Sales 

General 

Service 

Revenue 

Tax 

Tax 

Tax 

Obligations 

District 

Refunding 

Revenue 

Revenue 

Revenue 

Year  ending  June  30: 

Bonds 

Bonds 

Bonds 

Bonds 

Notes 

Bonds 

Total 

1997 

$ 42,150 

$ 670 

$ 6,655 

$ 1,465 

- 

$ 2,825 

$ 53,765 

1998 

43,675 

700 

7,140 

1,610 

$36,415 

2,940 

92,480 

1999 

41,125 

— 

7,655 

1,770 

38,085 

3,070 

91,705 

2000 

- 

- 

8,195 

1,935 

- 

3,205 

13,335 

2001 

— 

— 

8,785 

2,090 

— 

3,355 

14,230 

Thereafter 

— 

— 

109,830 

44,610 

— 

119,605 

274,045 

Sub  total 

$126,950 

$1,370 

$148,260 

$53,480 

$74,500 

$135,000 

539,560 

Note  payable 

44,550 

Total 

$584,110 

8.  Federal  Grants 

The  U.S.  Department  of  Transportation  provides  financial 
assistance  to  the  District  for  capital  projects  and  planning 
and  technical  assistance.  Grants  which  were  active  during 
the  year  ended  June  30, 1996  are  summarized  as  follows  (in 
thousands): 


Total  approved  project  costs 

$ 398,811 

Total  approved  federal  funds 

$304,712 

Less  cumulative  amounts  earned 

232,411 

Remaining  amount  available  under  federal  grants 

$ 72,301 

9.  Local  and  State  Financial  Assistance 

The  District  receives  local  operating  and  capital  assistance 
from  Transportation  Development  Act  Funds  (TDA).  For  the 
year  ended  June  30,1996,  TDA  assistance  was  $595,000 
(1995,  $550,400),  all  of  which  was  used  for  operating  assis- 
tance. These  funds  are  received  from  the  counties  of  Alameda 
and  Contra  Costa  to  meet,  in  part,  the  District’s  operating 
requirements  based  on  annual  claims  filed  by  the  District  and 
approved  by  MTC. 


10.  Employees’  Retirement  Plan 
Plan  Description 

All  permanent  employees  are  eligible  to  participate  in  the 
Public  Employees’  Retirement  Fund  (Fund)  of  the  State  of 
California’s  Public  Employees’  Retirement  System.  The  Fund 
is  an  agent  multiple-employer  defined  benefit  retirement  plan 
that  acts  as  a common  investment  and  administrative  agent 
for  various  local  and  state  governmental  agencies  within  the 
State  of  California.  The  Fund  provides  retirement,  disability,  and 
death  benefits  based  on  the  employee’s  years  of  service,  age 
and  compensation.  Employees  vest  after  five  years  of  service 
and  may  receive  retirement  benefits  at  age  50.  These  benefit 
provisions  and  all  other  requirements  are  established  by  State 
statute  and  District  ordinance. 
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Notes  to  Financial  Statements  — continued 


The  District  was  not  required  to  make  a contribution  to  the 
Fund  for  covered  employees  for  the  years  ended  June  30, 
1996  and  1995  due  to  a surplus  of  the  District’s  portion  of  the 
Fund’s  net  assets  over  the  District’s  pension  benefit  obligation 
caused  by  a change  in  1988  in  the  actuarial  valuation  method 
and  an  actual  rate  of  return  on  investment  assets  that  ex- 
ceeded the  assumed  rate.  The  District’s  covered  payroll  for 
employees  participating  in  the  Fund  for  the  years  ended 
June  30, 1996  and  1995  was  $148,517,000  and  $131,033,000, 
respectively.  The  District’s  1996  and  1995  payroll  for  all  em- 
ployees was  $165,363,000  and  $141,419,000,  respectively. 
The  District,  due  to  a Collective  Bargaining  Agreement,  also 
has  a legal  obligation  to  contribute  an  additional  9%  for  public 
safety  personnel  and  7%  for  miscellaneous  covered  employ- 
ees. Employees  have  no  obligation  to  contribute  to  the  Fund. 

Funding  Status  and  Progress 

The  “pension  benefit  obligation”  is  determined  for  each  par- 
ticipating employer  by  the  Fund’s  actuary  and  is  a standard- 
ized disclosure  measure  that  results  from  applying  actuarial 
assumptions  to  estimate  the  present  value  of  pension  bene- 
fits, adjusted  for  the  effects  of  projected  salary  increases  and 
step  rate  benefits,  to  be  payable  in  the  future  as  a result  of 
employee  service  to  date.  The  measure  is  intended  to  help 
users  assess  the  funding  status  of  the  District’s  portion  of  the 
Fund  to  which  contributions  are  made  on  a going-concern 
basis,  assess  progress  made  in  accumulating  sufficient  assets 
to  pay  benefits  when  due,  and  make  comparisons  among 
employers.  The  measure  is  the  actuarial  present  value  of 
credited  projected  benefits  and  is  independent  of  the  funding 
method  used. 

The  pension  benefit  obligation  was  computed  as  part  of  an 
actuarial  valuation  performed  as  of  June  30, 1995,  the  latest 
available  for  the  Fund.  The  significant  actuarial  assumptions 
used  in  the  1995  valuation  to  compute  the  pension  benefit 
obligation  were  an  assumed  rate  of  return  on  investment 
assets  of  8.50%,  annual  payroll  increases  of  4.5%  attributable 
to  inflation,  0%  attributable  to  real  salary  increases,  and  merit 
increases  that  vary  by  length  of  service,  and  no  postretirement 
benefit  increases. 


The  funding  status  applicable  to  the  District’s  employee  group 


at  June  30, 1995  (the  latest  available  for  the  Fund)  is  summa- 
rized as  follows  (in  thousands): 

Net  assets  available  for  benefits,  at  cost' 
(total  market  value,  $535,018) 

$503,310 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently  receiving  benefits 
and  terminated  employees  not  yet  receiving  benefits 

164,753 

Current  employees: 

Accumulated  employee  contributions  and  allocated 
investment  earnings 

147,430 

Employer-financed,  vested 

88,206 

Employer-financed,  nonvested 

4,629 

Total  pension  benefit  obligation 

405,018 

Net  assets  in  excess  of  pension  benefit  obligation 

$ 98,292 

^ Includes  District's  surplus  at  June  30, 1995. 


During  the  year  ended  June  30, 1995,  the  Fund  experienced 
a net  increase  of  approximately  $49,588,000  in  the  pension 
benefit  obligation.  This  increase  was  not  due  to  any  changes 
in  actuarial  methods  and  assumptions. 

Actuarially  Determined  Contributions  Required  and 
Contributions  Made 

The  funding  policy  of  the  Fund  provides  for  actuarially  deter- 
mined periodic  contributions  by  the  District  at  rates  such  that 
sufficient  assets  will  be  available  to  pay  benefits  when  due. 
The  District  was  not  required  to  make  a contribution  to  the 
Fund  for  the  year  ended  June  30, 1996  in  accordance  with  the 
actuarially  determined  requirements  computed  as  of  June  30, 
1995  and  1994,  respectively.  The  District’s  surplus  asset  po- 
sition is  being  offset  against  the  current  year’s  normal  cost 
contribution.  The  actuarially  determined  normal  cost  contri- 
bution rate  before  reduction  for  the  surplus  asset  amortization 
was  14.076%  for  safety  employees  and  8.997%  for  miscella- 
neous employees  in  both  1995  and  1994,  respectively. 

The  District’s  normal  cost  contribution  rate  is  determined 
using  the  entry-age  normal  actuarial  cost  method,  a projected 
benefit  cost  method.  It  takes  into  account  those  benefits  that 
are  expected  to  be  earned  in  the  future  as  well  as  those  al- 
ready accrued.  The  Fund  also  uses  the  level  percentage  of 
payroll  method  to  amortize  the  unfunded  actuarial  liability 
through  the  year  2000. 

Significant  actuarial  assumptions  used  in  the  June  30, 1995 
valuation  to  compute  the  actuarially  determined  contribution 
requirement  are  the  same  as  those  used  to  compute  the  pen- 
sion benefit  obligation  as  described  above. 
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Historical  Ti-end  Information 


Trend  information  gives  an  indication  of  the  progress  made  District’s  portion  of  the  Fund,  trend  information  for  the  nine 
in  accumulating  sufficient  assets  to  pay  benefits  when  due.  yearsended  June  30, 1995  is  as  follows  (in  thousands): 
Ten-year  trend  information  is  not  yet  available.  For  the 


1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

Net  assets  available  for  benefits, 
at  cost 

$503,310 

$466,222 

$383,838 

$340,459 

$304,991 

$277,041 

$245,582 

$214,290 

$189,801 

Pension  benefit  obligation 

405,018 

355,430 

333,526 

275,530 

244,132 

225,168 

193,565 

171,353 

151,795 

Net  assets  available  for  benefits 
as  a percentage  of  pension 
benefit  obligation 

124.3% 

131.0% 

115.0% 

124.0% 

125.0% 

123.0% 

127.0% 

125,0% 

125.0% 

Assets  in  excess  of  pension 
benefit  obligation 

98,292 

110,792 

50,312 

64,929 

60,859 

51,873 

52,017 

42,937 

38,006 

Annual  covered  payroll 

136,200 

128,325 

121,630 

114,057 

105,614 

95,372 

85,746 

83,178 

79,940 

Assets  in  excess  of  pension  benefit 
obligation  as  a percentage 
of  annual  covered  payroll 

72.2% 

86.3% 

41.4% 

56.9% 

57.6% 

54.4% 

60.7% 

51.6% 

47.5% 

Contributions  made  in  accordance 
with  actuarially  determined 
requirements  as  a percentage 
of  annual  covered  payroll 

Trend  information  for  1996  is  not  yet  avaiiable.  Aiso,  information  prior  to  1987  is  not  availabie. 
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Notes  to  Financial  Statements  - continued 


11.  Deferred  Compensation  Plan 

The  District  offers  its  employees  a deferred  compensation 
plan  created  in  accordance  with  Internal  Revenue  Code  (IRC) 
Section  457.  The  deferred  compensation  plan,  available  to  all 
officers  and  employees,  permits  them  to  defer  a portion  of 
their  salary  until  future  years.  The  deferred  compensation  is 
not  available  to  employees  until  retirement,  termination,  or 
certain  other  covered  events. 

As  required  by  IRC  Section  457,  all  amounts  of  compensation 
deferred  under  the  deferred  compensation  plan  and  all  in- 
come attributable  to  those  amounts  remain  the  property  of 
the  District  (until  paid  or  made  available  to  the  participants), 
subject  only  to  the  claims  of  the  District’s  general  creditors. 
Participants’  rights  under  the  deferred  compensation  plan  are 
equal  to  those  of  general  creditors  of  the  District  in  an  amount 
equal  to  the  fair  market  value  of  the  deferred  account  for  each 
participant.  The  plan  administrator  has  invested  the  deferred 
amounts  in  numerous  participant-directed,  uninsured  invest- 
ments. 

District  management  believes  that  the  District  has  no  liability 
under  the  terms  of  the  plan  for  any  amounts  other  than  the 
participants’  account  balances.  Management  further  believes 
that  it  is  unlikely  that  it  will  use  the  assets  to  satisfy  the  claims 
of  general  creditors  in  the  future. 


12.  Money  Purchase  Pension  Plan 

All  District  employees,  except  sworn  police  officers,  partici- 
pate in  the  Money  Purchase  Pension  Plan,  which  is  a supple- 
mental retirement  program.  In  January  1981 , the  District’s 
employees  elected  to  withdraw  from  the  Federal  Social 
Security  System  (FICA)  and  established  the  Money  Purchase 
Pension  Plan.  The  District  contributes,  on  a pay-as-you-go 
basis,  an  amount  equal  to  6.65%  of  covered  employee’s 
annual  compensation  (up  to  $29,700  after  deducting  the  first 
$133  paid  during  each  month)  up  to  a maximum  annual  con- 
tribution of  $1,868.  Each  employee’s  account  is  available  for 
distribution  upon  such  employee’s  termination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan 
for  the  year  ended  June  30,1996  and  1995  was  $6,022,000 
and  $5,826,000,  respectively.  Money  Purchase  Pension  Plan 
assets  at  June  30,1996  and  1995  (excluded  from  the  ac- 
companying financial  statements)  were  $150,916,000  and 
$135,677,000,  respectively.  At  June  30, 1996  there  were  496 
participants  currently  eligible  to  receive  benefits  under  this  plan. 


13.  Commitments  and  Contingencies 
Litigation 

The  District  is  involved  in  various  lawsuits,  claims  and  dis- 
putes, which  for  the  most  part  are  normal  to  the  District’s 
operations.  It  is  the  opinion  of  the  District’s  management  that 
the  costs  that  might  be  incurred  in  the  disposition  of  these 
matters,  if  any,  would  not  materially  affect  the  District’s  finan- 
cial position  or  results  of  operations. 

Lease  Commitments 

The  District  leases  certain  facilities  under  operating  leases 
with  original  terms  ranging  from  two  to  five  years  with  options 
to  renew. 

Future  minimum  rental  payments  under  noncancelable  oper- 
ating leases  with  initial  or  remaining  lease  terms  of  over  one 
year  at  June  30, 1996  (in  thousands)  are  as  follows: 


Operating  Leases 


1997 

$2,144 

1998 

628 

1999 

466 

2000 

450 

2001 

444 

Thereafter 

— 

Total  minimum  payments 

$4,132 

Rent  expense  under  all  operating  leases  was  $1,566,000  and 
$1,654,000  for  the  years  ended  June  30,1996  and  1995, 
respectively. 

Sale/Leaseback 

On  March  30,1995,  the  District  entered  into  an  agreement 
with  a Swedish  corporation  to  sell  25  newly  manufactured  C-2 
rail  cars  for  $50,383,100  and  simultaneously  entered  into  an 
agreement  to  lease  them  back.  The  lease  agreement  was 
effective  on  the  closing  date  of  September  15, 1995,  and  con- 
tinues through  January  15,  2011. 

The  District  recognized  a gain  on  the  sale  of  approximately 
$2,000,000  which  is  equal  to  the  amount  of  cash  received 
on  the  sale.  The  gain  was  deferred  and  is  being  amortized 
over  30  years.  In  addition,  the  District  recorded  a receivable 
of  $48,368,000  and  a capital  lease  obligation  of  the  same 
amount.  The  receivable  and  the  liability  will  be  reduced  by 
a corresponding  amount  over  the  term  of  the  lease.  Other 
than  the  cash  received  upon  the  sale,  no  cash  will  be  ex- 
changed between  the  parties  in  settlement  of  the  receivable 
and  liability. 
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irating  Funds  1995-96 


Capital  Funds  1995-96 


Sources  of  Funds 


iocajG% 


$97,687  sa 

f^fc|nqer  Fard^ 
$123^91  4^ 

Property 

$12,519^1^4 

Other 

$44,'t)94 


^02,729'"  ' '34.33% 


Investment 


Expenditures 


Total  / 

$277,991  MOO.00% 
Maintenance  ^ - 
$98,036  35.25%  | 

Transportation  * 
$76,184  27.40% 

General  Administration 
$72,182  25.97% 

Police  Services 
$18,086  6.51% 


Construction 


Line 

$189,520  63.34% 

Systemwide 
$9,899  3.31% 

Support  Facilities 
$153  0.05% 

Equipment 
$82,492  27.57% 


Train  Control 
$6,605  2.21% 

Communications 
$421  _0^14%_ . 

Transit  Vehicles 
$71,302  23.83% 

Automatic  Fare  Collections 
$1,228  0.41% 

Management  Information 
Systems 

$699  0.23% 

Other  Equipment 
$2,237  0.75% 


1.35% 

i-and  Engineering 
3.51% 


Studies  Telesystem 
and  Others 

$17,128  5.73% 


100% 


Daily  On  Time  Performance 

Fiscal  Year  1996  ■ Fiscal  Year  1995  ■ 


95% 


255% 


250% 


Average  Weekday  Trips 

Fiscal  Year  1996  ■ Fiscal  Year  1995  ■ 

260%  
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— ^ BART  patronage  for  fiscal  year 


Performance  Highlights 

1996  totaled  72,446,572,  compared  to  72,045,140  for  fiscal  year  1995. 

Weekday  passenger  trips  averaged  248,669  versus  248,169  for  the  previous  fiscal  year — a 0.2  percent  increase. 
Annual  passenger  miles  amounted  to  917,396,455, 1.0  percent  above  last  year’s  907,520,445.  Ridership  for  peak  commute 
hours  increased  slightly,  from  46.91  percent  at  the  end  of  FY95  to  46.99  percent  at  the  end  of  FY96,  off-peak  patronage 
decreased  from  53.09  percent  to  53.01  percent,  and  annual  trip  length  increased  from  12.60  to  12.66  miles. 

Net  passenger  revenues  were  up  $19,814,498  for  the  year,  from  $103,876,786  to  $123,691,284.  Total  operating 
revenues — including  $13,235,524  in  interest  income,  advertising  in  trains  and  stations,  and  other  income — were 
$136,926,808  in  FY96,  an  increase  of  $20,387,022  from  the  previous  fiscal  year.  Net  operating  expenses  were 
$244,262,400  12  percent  higher  than  last  year’s  $218,333,800.  BART  funded  50.64  percent  of  its  FY96  net  operating 
expenses  from  net  passenger  revenues,  compared  to  a 47.58  percent  farebox  ratio  for  FY95.  The  District’s  objective  is  to 
fund  no  less  than  50  percent  of  its  net  rail  operating  expenses  from  operating  revenues.  For  fiscal  1996,  the  operating  ratio, 
which  relates  total  operating  revenues  to  total  net  operating  expenses,  was  56.06  percent. 

Net  rail  passenger  revenue  per  passenger  mile  was  $0,133.  Rail  operating  cost  per  passenger  mile  was  $0,255  versus 
$0,230  last  year. 

In  addition  to  funds  derived  from  passenger  fares,  interest  income,  concession,  advertising  and  other  revenue,  BART 
received  $97,686,669  in  revenue  from  75  percent  of  the  one-half  cent  transit  sales  tax  and  $12,519,285  in  property  tax 
from  the  three  BART  counties,  $595,181  in  local  funds  and  $285,500  in  state  financial  assistance. 

BART  also  received  from  the  three  BART  counties  $28,390,457  in  sales  tax  and  $45,572,034  in  property  tax  for  the 
payments  of  the  principal  and  interest  due  on  its  bond  obligations. 

While  these  numbers  paint  an  overall  performance  picture  of  BART  holding  its  own,  they  also  demonstrate  the 
challenges  we  have  been  facing  and  will  continue  to  face  through  the  end  of  the  century  as  BART  pursues  its  ambitious  pro- 
gram of  system  rehabilitation  and  expansion. 


Performance 

FY  1996 

FY  1995 

Rail  Ridership 

Annual  passenger  trips 

72,446,572 

72,045,140 

Average  weekday  trips 

248,669 

248,169 

Average  trip  length  (miles) 

12.66 

12.60 

Annual  passenger  miles 

917,396,455 

907,520,445 

Daily  train  on-time  performance 

90.32% 

88.94% 

Bystem  utilization  ratio  (passenger  miles  to  available  seat  miles) 

29.32% 

29.58% 

End-of-period  ratios:  Peak  patronage 

46.99% 

46.91% 

Off-peak  patronage 

53.01% 

53.09% 

Operations 

Annual  revenue  car  miles 

44,877,306 

43,849,592 

Unscheduled  train  removals— average  per  revenue  day 

2.60 

1.94 

4:00  a.m.  car  availability 

76.1% 

78.4% 

Passenger  accidents  per  million  passenger  trips 

12.33 

12.87 

Passenger  crimes  per  million  passenger  trips 

64.95 

69.87 

Financial 

Net  passenger  revenue 

$ 123,691,284 

$ 103,876,786 

Other  operating  revenue 

$ 13,235,524 

$ 12,663,000 

Total  operating  revenue 

$ 136,926,808 

$ 116,539,786 

Net  operating  expenses 

$ 244,262,400 

$ 218,333,800 

System  farebox  ratio  (net  passenger  revenue  to  net  operating  expense) 

50.64% 

47.58% 

System  operating  ratio  (total  operating  revenue  to  total  operating  expense) 

56.06% 

53.38% 

Net  rail  passenger  revenue  per  passenger  mile 

$ 0.133 

$ 0.113 

Rail  operating  cost  per  passenger  mile 

$ 0.255 

$ 0.230 

Net  average  rail  passenger  fare  (including  FastPass)  $ 1.687  $ 1.430 


San  Francisco  Bay  Area  Rapid  L-ansit  District  (BART) 

Headquarters  in  Oakland,  California 
800  Madison  Street,  RO.  Box  12688 
Oakland,  CA  94604-2688 
(510)  464-6000 

Established  in  1957  by  the  California  State  Legislature.  Authorized 
to  plan,  finance,  construct,  and  operate  rapid  transit  system. 

Governed  by  a Board  of  Directors  elected  for  four-year  terms  by 
voters  in  nine  election  districts  within  the  counties  of  Alameda, 
Contra  Costa  and  San  Francisco. 
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Larry  T.  Williams,  Assistant  General  Manager,  Administration 
Ann  Branson,  Executive  Manager,  Budget  & Project  Mangement 
Murray  Bond,  Executive  Manager,  External  Affairs 
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and  Further 


Closer  and 


I "BART  is  a 

I very  exciting 

I place  that 

I has  always 

I been  on  the 

i cutting  edge  of 

technology, 
and  that  is 
very  intriguing 
to  me." 


Message  from  Thomas  E.  Margro,  General  Manager 

Providing  reliable,  safe  and  quality  rapid  rail  transit  service  to  the  resi- 
dents and  businesses  of  the  San  Francisco  Bay  Area  is  BART’s  basic 
mission.  As  we  examine  Fiscal  1997,  we  find  it  was  a year  replete  with 
milestones  in  our  ridership,  our  highest  year  ever  reaching  76  million 
total  annual  trips,  our  Extensions  Program,  significant  progress  in  our 
Systemwide  Renovation  and  notable  achievements  in  technology.  We  also 
enjoyed  financial  performance  that  balanced  fiscal  responsibility  with 
sound  investment  in  a world-class  transit  system  that  will  serve  the  San 
Francisco  Bay  Area  well  into  the  Millennium. 

As  we  observe  BART’s  25th  year  of  service  to  the  people  of  the  San 
Francisco  Bay  Area,  I must  note  as  General  Manager  I take  pride  in  serv- 
ing the  public  with  a professional  and  dedicated  workforce  that  is  second 
to  none  in  the  transit  industry. 


Extension  Milestones 

We  began  Fiscal  1997  with  a stepped  up  effort  to  open  the  Pittsburg/Bay 
Point  Station  before  the  end  of  calendar  year  1996.  There  was  much  to 
accomplish  before  we  could  open  including  integrating  the  new  extension 
train  control  technology  into  BART's  25-year-old  core  system.  Engineers 
took  the  time  necessary  to  make  adjustments  and  fix  problems  associated 
with  train  control  integration.  As  a result,  we  successfully  began  new 
service  at  Pittsburg/Bay  Point  in  December  1996,  followed  by  opening 
the  Castro  Valley  and  Dublin/Pleasanton  BART  stations  in  May  1997. 

The  $506  million,  7.8-mile  Pittsburg  line  completed  the  first  phase 
extension  from  Concord  to  eastern  Contra  Costa  County.  The  Pittsburg/ 
Bay  Point  Station  features  a 2,000  space  parking  lot  connected  by  a pedes- 
trian bridge  over  Flighway  4 and  a multifaceted  glass  concourse  sti'uc- 
lure.  The  $517  million,  14-mile  extension  to  Dublin/Pleasanton  initiates 
our  expansion  into  the  Tri  Valley  area.  It  was  built  with  21  BART  bridge 
structures — five  over  water  and  16  over  traffic — and  nine  freeway 
bridges.  We  also  widened  Highways  238  and  580  with  Caltrans  to  allow 
room  for  BART  in  the  freeway  median.  Both  projects  together  support- 
ed directly  and  indirectly  about  50,000  jobs  during  construction.  By  the 
year  2005,  Pittsburg/Bay  Point  is  projected  to  cairy  12,000  passengers 
daily,  while  Dublin/  Pleasanton  is  projected  to  carry  over  22,000  passen- 
gers a day. 

Willi  Ihe  Dublin/Pleasanton  line  opening,  we  increased  passenger  ca- 
pacity on  the  Fremont  line  by  20  percent  during  tiie  commute  and  by  50 
percent  all  day.  We  also  increased  the  number  of  trains  during  the  com- 
mute systemwide  from  50  to  56.  The  BART  system  has  now  grown  to  39 
stations  and  95  miles  of  tiackway. 


With  the  new  stations  open,  we  shifted  re- 
sponsibility for  our  BART  Express  sendee  to 
Tri  Delta  Transit,  which  took  over  the  eastern 
Contra  Costa  County  service  serving  the  Pitts- 
burg/Bay Point  BART  Station,  and  to  the  Liver- 
more Amador  Valley  Transportation  Authority, 
which  operates  the  WHEELS  bus  system.  AC 
Transit  assumed  service  on  two  lines  betM'een 
Hayward  and  the  Castro  Valley  BART  Station. 

There  was  more  to  come  as  we  looked  to 
breaking  ground  in  late  1997  for  the  BART/ 
San  Francisco  International  Airport  extension 
project. 


BART  to  SF  International  Airport 

We  spent  most  of  Fiscal  1997  prepaiing  for  the 
much-awaited  project  that  will  bring  BART 
directly  into  the  fifth  busiest  airport  in  the 
nation  and  earn  BART  the  distinction  as  "Gate- 
way to  the  World”.  We  negotiated  agreements, 
prequalified  construction  bidders,  hosted  an 
Open  House  at  our  Millbrae  project  site,  and 
received  a Full  Funding  Grant  Agreement  from 
the  Federal  Transit  Administration,  committing 
the  $750  million  federal  share  of  the  funding 
package. 

This  funding  confinns  tlie  Clinton  Adminis- 
tration's continued  commitment  to  the  BART/U., 
SFO  Extension.  The  BART  to  SFO  project 
has  also  been  named  one  of  California’s  top 
three  transportation  priorities  by  Govenor  Pete 
Wilson,  who  was  instrumental  in  lobbying 
Congress  for  our  continued  funding.  We  also 
enjoyed  bipartisan  support  from  our  Bay  Area 
Congressional  delegation  and  representati\  es  to 
California’s  Legislature. 

The  new  8.7-mile  line  will  extend  7.4  miles 
south  from  tlie  Colma  BART  Station,  through 
Soutli  San  Francisco  and  San  Bruno  to  Mill- 
brae, where  BART  will  link  up  with  Caltrain  viallg, 
a connecting  platform.  An  additional  1.3  milesp 
of  track  will  run  east- west  to  ser\'e  tlie  Interna- 
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tional  Terminal  at  SFO. 

Funding  for  the  $1,167  billion  project  in- 
cludes the  $750  million  federal  share  from  the 
FTA,  $200  million  from  the  San  Francisco 
International  Airport,  $108  million  from  the 
State  of  California,  $99  million  from  Samtrans 

I and  $10  million  from  the  Metropolitan  Trans- 
portation Commission. 

Service  improvements 

■ BART  is  always  seeking  new  ways  to  improve 
i service  for  our  customers.  With  demolition  of 
the  Central  Freeway  in  San  Francisco,  we 
encouraged  commuters  to  seek  "flex  time” 
work  schedules  and  use  bus  connections  to  ride 
■ the  BART  system.  To  our  surprise  and  delight, 

' ■ the  traffic  nightmare  expected  by  San  Francisco 
‘ officials  never  really  materialized.  We  are  con- 
• i '^fident  our  efforts  to  raise  public  awareness  as 
' to  transit  options  helped  ease  the  transition. 

" BART  in  September  1996  began  the  most 
significant  change  to  our  bicycle  permit  pro- 

II  gram,  allowing  riders  with  bicycles  to  ride  in 
? the  rear  of  all  cars  (except  the  lead  car  and  dur- 
:■  ing  specific  times  in  the  commute  hour).  We 

also  did  away  with  bike  permits,  which  had 
been  required  since  the  early  1970s.  We  wel- 
if..come  cyclists  and  look  forward  to  their  in- 
:•  treased  use  of  BART. 

f t;  BART  and  AC  Transit  began  joint  paratransit 

service  for  riders  with  disabilities  unable  to  use 
existing  public  transportation,  providing  the 
service  as  the  East  Bay  Paratransit  Consortium. 
This  alternative  transit  service  is  required  by 
the  Americans  with  Disabilities  Act.  The  joint 
paratransit  program  allows  both  agencies  to 
' : efficiently  serve  the  disabled  and  senior  rider 
i'.  population  from  San  Francisco  to  locations  in 
I j the  East  Bay  within  a three-quarter  radius  of 
'I  any  AC  Transit  route  or  BART  station. 

I'j  Finally,  to  promote  intermodal  travel,  BART 
i L completed  construction  on  improved  bus  facili- 


ties at  the  Walnut  Creek  BART  Station,  increas- 
ing bus  bays  from  nine  to  12.  New  bus  canopies 
and  lanes  were  also  installed  at  Bay  Fair,  Con- 
cord, Daly  City  and  Hayward.  These  facilities 
complement  similar  intermodal  facilities  at  all 
of  our  new  extensions  stations. 

Systemwide  Renovation 

Meanwhile,  we  continued  our  $1  billion  sys- 
temwide renovation  program,  completing  our 
"mint  car”  interior  and  exterior  renovation  of 
100  original  BART  cars,  which  came  in 
$300,000  under  budget  at  $2.6  million.  We  re- 
placed four  escalators  at  the  Embarcadero 
BART  Station;  began  work  on  19  other  escala- 
tors in  San  Francisco;  replaced  floors  and  door 
sills  in  10  elevators,  began  renovating  66  ele- 
vators and  made  significant  progress  on  station 
renovation  projects  at  Ashby,  Fremont,  Hay- 
ward, Orinda,  Pleasant  Hill,  Richmond,  Balboa 
Park  and  Glen  Park.  Twenty  BART  stations 
now  feature  new  tactile  signs  to  accommodate 
riders  with  sight  impairment.  The  renovation 
program  also  includes  upgrading  fare  gates, 
change  and  ticket  machines,  tracks  (where 
necessary)  and  support  equipment,  such  as 
electrical  substation  and  necessary  maintenance 
machinery  in  the  shops. 

We  also  continued  our  fleet  car  renovation 
project,  being  completed  under  a $340  million 
contract  by  Adtranz  in  its  Pittsburg  plant.  The 
first  two  of  the  “like  new”  cars  are  expected 
off  the  assembly  line  by  fall  1997.  When  plac- 
ed back  into  revenue  service,  these  BART  cars 
should  last  another  20  years. 

BART’S  systemwide  renovation  project  is 
being  supported  in  part  by  funds  generated  by  a 
three-year  phased  in  fare  increase;  the  final  in- 
crease of  11  percent  went  into  effect  April  1, 
1997.  Fares  should  contribute  an  estimated 
$200  million  toward  the  renovation  program, 
with  $450  million  coming  from  state  and  fed- 


eral funds.  Funds  from  the  fare  increase  also  go 
to  our  paratransit  service  and  are  helping  to 
fund  start-up  operating  costs  at  our  new  exten- 
sions stations. 

New  Technology 

BART  made  it  easier  for  passengers  to  purchase 
tickets  by  installing  Charge  A Ticket  (CAT)  ma- 
chines that  accept  credit  and  ATM  cards,  thereby 
reducing  the  need  for  cash  handling.  While 
these  state-of-the-art  machines  are  routinely  be- 
ing installed  in  our  extensions  stations,  older 
stations  started  receiving  the  "CAT"  machines  in 
August  1996,  including  12th  Street,  19th  Street, 
Powell  Street,  Berkeley  and  Bay  Fair.  The 
BART  CAT  vending  machines  accept  Master- 
Card,  Visa,  Discover  and  all  ATM  cards  to 
purchase  regular  BART  and  BART  Plus  tickets. 

We  also  continued  testing  our  Advanced  Au- 
tomatic Train  Control  system  on  the  operating 
line.  This  prototype  train  control  system  uses 
military  tracking  technology  to  pinpoint  the 
location  of  an  80-mile-an-hour  BART  train  to 
within  15  feet.  This  means  we  can  reduce  in- 
tervals between  trains  and  improve  peak-hour 
service  and  increase  rider  capacity.  BART’s 
participation  with  Hughes  Aircraft  in  this 
project  came  after  receiving  a federal  defense 
conversion  grant  of  $19.5  million  in  “seed” 
money  from  the  Defense  Reinvestment  Con- 
version Initiative. 

A Higher  Safety  Profile 

As  part  of  the  BART  Police  program  to  decen- 
tralize operations  and  increase  officer  visibility, 
two  zone  facilities  opened  at  the  Bay  Fair  and 
El  Cerrito  Del  Norte  stations  in  October  and 
November  1996,  respectively.  They  join  a zone 
facility  at  Powell  Street  and  a field  office  in 
Walnut  Creek. 

BART  also  declared  “war”  on  graffiti  and 
vandalism  in  January  1997  with  our  new  “zero 
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tolerance"  program,  which  includes  additional 
video  sun'eillance  in  several  stations  and  transit 
vehicles.  Through  posters,  station  banners, 
electronic  messages  and  public  service  an- 
nouncements. we  got  the  word  out  to  the 
community  that  BART  was  on  the  watch  for 
N-andals.  By  May,  65  suspects  had  been  arrest- 
ed thanks  to  the  efforts  of  undercover  officers 
from  BART  and  other  law  enforcement  agen- 
cies. Following  a three-month  investigation 
with  San  Francisco  and  Berkeley  police,  a 
21 -year-old  suspect  was  indicted  by  the  San 
Francisco  Grand  Jury  for  felony:  damages  :of 
$37,000  to  the  BART  system  Mween  Civic 
Center  and  Embarcadero.  Graffiti  and  vandal- 
ism carry  a $1.6  million  annual  price  tag  to 
our  taxpaying  customers.  We  intend  to  continue 
with  this  successful  program  to  aggressively 
prosecute  perpetrators. 

Community  Partnerships 

For  the  1 8th  year,  BART  Police  conducted  their 
annual  food  drive,  generating  $2,000  in  cash 
donation':  and  almost  a ton  of  food  to  feed  5 1 
underprivileged  families  in  Alameda,  Contra 
Costa  and  San  Francisco  counties,  along  with 
four  Bay  Area  shelters  for  children  and  battered 
women.  Families  in  need  are  referred  to  us  by 
churches  and  local  charities.  BART  Police  offi- 
cers deliver  the  food  as  volunteers  and  we’re 
proud  of  their  commitment  to  the  community. 

BART  joined  with  the  Martin  Luther  King 
Commemorative  Committee  to  present  our 
annual  celebration  of  Dr.  King’s  life  in  Januaiy, 
inviting  the  community  to  participate  in  the 
ceremony.  ‘Tvc  Been  to  the  Mountain  Top.”  We 
were  inspired  by  the  words  of  Pastor  Brian  K. 
Woodson  of  Oakland’s  Church  of  the  Good 
Shepard  and  the  youthful  voices  of  the  Cole 
lilementary  School  Performing  Arts  Choir. 

Our  annual  orientation  tour  for  the  visually 
impaired  took  place  at  the  19th  Street  BART 


Station  in  cooperation  with  the  Lions  Blind 
Center,  Living  Skills  Center,  the  American 
Foundation  for  the  Blind,  Oakland  schools 
and  the  California  State  Department  of  Re- 
habilitation. Visually  impaired  persons  become 
familiar  with  station  layout  and  train  location, 
using  fare  machines,  and  other  elements  of 
station  equipment.  We’re  proud  to  continue 
this  program  to  help  make  the  system  more 
acces.sible  to  persons:  with  disabilities. 

On  llte  Track  iD^linanciai  Fitness 

We  continue  to  build:  on  our  plan  for  responsi- 
ble fiscal  performance;  For  fiscal  year  1997-98, 
BAR.T!s.  operating  budget  totals  $284.9  million. 
This  figure  is  up::$l:5.8  million  from  our 
$269.1  million  operating  budget  for  1996-97, 
renecting::cQStS:  to  fnllyxoperate  our  five  new 
extensions,  stations,  continue  our  systemwide- 
renovation  program  and  invest  in  customer 
satisfaction,  specifically,  ticket  vending  ma- 
chine reliability  andvmaintenance  of  e.scalatoi's 
and  elevators,  along  with  BART’s  continued 
commitment  to  ’-zero  tolerance"  tor  graffiti  iind : 
vandalism. 

We  also  for  the  first  tune  in  netirly  a decade 
must  restart  the  District's  employer  pension 
payments  to  the  Public  Employees  Retirement 
System  due  to  a depleted  sui-plus.  Our  commit- 
ment to  this  program  is  $9.:2::raillion  annually.:: 
which  we  began  paying  on  July  1, 1 997. 

In  expenses,  operatiitg  the  core  and  extern:: 
sioas  BART  system  will  cost  $278,5  million. 
We  will  also  spend  $6.3  million;  for  parahxtnsit 
services  and  other  services  for  :}>erson$:::with 
disabilities,  as  required  by  the  Americans  with 
Disabilities  Act. 

Our  revenue  consists  of  $162  million  from 
rail,  express  bus  and  shuttle  services.  We  will 
also  receive  $142.7  million  from  BART’s  75 
percent  share  of  the  half-cent  sales  tax  levied 
in  BART’s  counties,  $7.2  million  in  interest 


revenue  and  $13  milhon  in  property  taxes. 

Many  savings  can  be  attributed  to  BART’s 
commitment  to  seek  out  alternative  power 
sources.  This  year,  we’re  budgeting  $18.8  mil- 
lion to  cover  power  costs,  $2.7  million  less  than 
Fiscal  1997.  From  costs  projected  in  the  1995 
Short  Range  Transit  Plan,  we  saved  $4.9  mil- 
lion from  alternate  power  sources  and  $2.4  mil- 
lion from  reduced  PG&E  rates.  We  anticipate 
increasing  our  source  from  the  U.S.  Energy 
Department’s  Bonneville  Power  Administra- 
tion to  20  megawatts  from  5 MW  in  Fiscal  1997 
and  to  receive  50  MW  from  the  federal  Western 
Area  Power  Administration,  down  from  57  MW 
in  Fiscal  1997.  We  also  anticipate  saving  $1 
million  annually  from  purchasing  electric 
: power  stations  on  the  Pittsburg/Bay  Point  and 
Duhlin/Pleasanton  lines.  We  have  also  mmed 
over  bus  service  to  local  operators  in  the  Tri 
Valley  area  ahd  eastern  Contta  Costa  County, 
tbeacebysavingithe  District  $5.8  million. 

In  the  servnee  area,  we  expect  to  see  1.9  per- 
cent ntore  :customer  trips  at  76.9  million,  4.6 
:percent:more  passenger  miles  at  1 billion,  and 
fr5  percent  more  car  miles  at  59.3  million,  all 
reflecting  a full  year  of  extensions  service. 

As  we  enter  1998.  we  look  forward  to  con- 
: :tlnued  improvements  to  our  system  and  plant 
:and  improved  service  to  BART  riders.  Of 
icourse.  we  will  continue  our  commitment  to 
the  communities  BART  serves  through  effec- 
tive partnerships.  Last  and  most  important, 
we  look  forwaid  to  quick  progress  as  BART 
begins  building  our  San  Francisco  Interna- 
tional Airport  extension. 
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Report  of  Independent  Accountants 

To  the  Board  of  Directors  of  San  Francisco  Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  financial  statements  of  the  San  Francisco  Bay  Area  Rapid  Transit 
District  (the  District)  as  of  June  30, 1997  and  1996  and  for  the  years  then  ended.  These  financial  statements 
are  the  responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards  and  Government  Auditing 
Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards  require  that  we  plan  and 
perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence  supporting  the  amounts  and  disclosures 
in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  We 
believe  that  our  audits  provide  a reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June  30,  1997  and  1996,  and  the  results 
of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with  generally  accepted  account- 
ing principles. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  reports  dated  October  17,  1997,  on 
our  consideration  of  the  District’s  internal  control  structure  and  on  its  compliance  with  laws  and  regulations. 

San  Francisco,  California 
October  17,  1997 


Coopers  & Lybrand  L.L.R,  a registered  limited  liability  partnership,  is  a member  firm  of  Coopers  & Lybrand  (International). 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Balance  Sheets 

June  30,  1997  and  1996 


Dollars  in  thousands 

1997 

1996 

Assets 

Current  assets: 

Cash  and  cash  equivalents 

$ 88,404 

$ 81,920 

Imestinents 

3,882 

4,217 

Total  cash,  cash  equivalents  and  investments  (including  restricted 

cash  and  investments  of  $4,963  in  1997  and  $5,109  in  1996) 

92,286 

86,137 

Deposits  held  by  trustee  - resuncted 

78,620 

54,242 

Capital  grants  and  contributions  receivable  - restricted 

84,931 

98,616 

Other  receivables 

11,695 

12,909 

Materials  :uid  supplies 

20,852 

20,479 

Total  current  assets 

288,384 

272,383 

Restricted  and  designated  cash  and  investments: 

Im  estments  for  capital  purposes 

148,871 

200,082 

Board  designated  investments 

17,200 

17,903 

Defened  compensation  plan  investments 

— 

141,376 

Facilities,  property  and  equipment,  net 

3,090,057 

2,927,622 

Capital  grants  and  contributions  receivable 

— 

9,076 

Other  receivables 

39,431 

42,585 

Total  assets 

$ 3,583,943 

$ 3,611,027 

Liabilities  and  Fund  Equity 

Current  liabilities: 

Current  portion  of  long-term  debt 

$ 137,030 

$ 53.765 

Payroll  and  other  liabilities 

79,241 

80.181 

Current  portion  of  self-insurance  liabilities 

7,486 

7,377 

Unearned  passenger  revenue 

3,890 

2,794 

Current  portion  of  capital  lease  liability 

3,154 

3.154 

Total  current  liabilities 

230,801 

147,271 

Contracts  payable  - restricted  assets 

30,598 

27.140 

Self-insurance  liabilities 

16,763 

15.197 

Deferred  compensation  plan  liabilities 

— 

141,376 

Long-term  debt,  net 

386,151 

520.779 

Long-term  portion  of  capital  lease  liability 

39,431 

42.585 

Total  liabilities 

703,744 

894.348 

Commitments  and  cotUinf’encies  (Note  13). 

Fund  equity: 

Contributed  capital 

1.920.048 

1.789.506 

Retained  earnings 

960.151 

927.173 

Total  fund  equity 

2.880.199 

2.716.679 

Total  liabilities  and  fund  equity 

$ 3.583,943 

$ 3.611.027 

rite  luromixmyiitfi  notes  arc  on  inicurol  port  of  ilwsc  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Revenues  and  Expenses 

for  the  years  ended  June  30, 1997  and  1996 


Dollars  in  thousands 

1997 

1996 

Operating  revenues: 

Fares 

$ 149,465 

$ 123,691 

Other  (including  investment  income) 

14,661 

13,236 

Total  operating  revenues 

164,126 

136,927 

Operating  expenses: 


Transportation 

86,517 

76,184 

Maintenance 

108,366 

98,036 

Police  services 

19,470 

18,086 

Construction  and  engineering 

11,178 

9,751 

General  and  administrative 

72,122 

72,182 

Depreciation  and  amortization 

56,654 

54,023 

Total  operating  expenses 

354,307 

328,262 

Less  capitalized  costs 

(29,916) 

(29,977) 

Net  operating  expenses 

324,391 

298,285 

Operating  loss 

(160,265) 

(161,358) 

Non-operating  income  (expenses): 

Transactions  and  use  tax  (sales  tax) 

134,984 

126,077 

Property  tax 

58,576 

58,091 

State  financial  assistance 

265 

286 

Local  financial  assistance 

1,244 

595 

Other  investment  income 

5,607 

14,336 

Interest  expense 

(31,356) 

(33,785) 

Other  expense,  net 

(683) 

(714) 

Total  nonoperating  income  , net 

168,637 

164,886 

Net  income 

$ 8,372 

$ 3,528 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 


San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Changes  in  Fund  Equity 

for  the  years  ended  June  30,  1997  and  1996 


DoWan  in  thousands 

Contributed 

Capital 

Retained 

Earnings 

Total 
Fund  Equity 

Balances,  June  30, 1995 

Net  income 

Contributed  capital 

Other  additions  (deductions): 

Depreciation  of  assets  acquired  with  contributed  capital 

$ 1,582,962 
229,778 
(23,234) 

$ 900,411 

3,528 

23,234 

$ 2,483,373 
3,528 
229,778 

Balances,  June  30,  1996 

1,789,506 

927,173 

2,716,679 

Net  income 

— 

8,372 

8,372 

Other  additions  (deductions): 

Contributed  capital 

155,148 

— 

155,148 

Depreciation  of  assets  acquired  with  contributed  capital 

(24,606) 

24,606 

- 

Balances,  June  30, 1997 

$ 1,920,048 

$ 960,151 

$ 2,880,199 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 


8 I Annuol  Report  1997 


j San  Francisco  Bay  Area  Rapid  Transit  District 

1 

Statements  of  Cash  Flows 

' for  the  years  ended  June  30,  1997  and  1996 

i 

i 

I Dollars  in  thousands 

1997 

1996 

j Cash  flows  from  operating  activities: 

1 Operating  loss 

$ (160,265) 

$ (161,358) 

1 Less  investment  income  included  in  operating  revenue 

(10,402) 

(9,355) 

! Operating  loss  excluding  investment  income 

(170,667) 

(170,713) 

! Adjustments  to  reconcile  operating  loss  to  net  cash  used  in  operating  activities: 

! Depreciation  and  amortization 

56,654 

54,023 

Loss  on  sale  of  facilities,  property  and  equipment 

— 

123 

Net  effect  of  changes  in: 

j Receivables 

23,522 

(34,809) 

. Materials  and  supplies 

(373) 

(351) 

Payroll  and  other  liabilities 

(939) 

13,994 

Self-insurance  liabilities 

1,675 

5,692 

Unearned  passenger  revenue 

1,096 

332 

Net  cash  used  in  operating  activities 

(89,032) 

(131,709) 

1 Cash  flows  from  noncapital  financing  activities: 

1 Transactions  and  use  tax  received 

105,055 

97,687 

Property  tax  received 

12,769 

12,519 

1 Financial  assistance  received 

1,509 

881 

' Net  cash  provided  by  noncapital  financing  activities 

119,333 

111,087 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

29,929 

28,390 

Property  tax  received 

45,806 

45,572 

Interest  paid  on  debt 

(29,661) 

(32,255) 

Capital  grants  received 

155,149 

229,778 

Principal  paid  on  long-term  debt 

(53,765) 

(48,795) 

Bond  issuance  costs 

— 

(52) 

Expenditures  for  facilities,  property  and  equipment 

(218,953) 

(331,919) 

Proceeds  from  sale  of  facilities,  property  and  equipment 

— 

2,038 

Other,  net 

24 

(124) 

Net  cash  used  in  capital  and  related  financing  activities 

(71,471) 

(107,367) 

' Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 
Purchase  of  investments 
' Interest  on  investments 

759,285 

(720,457) 

8,826 

761,444 

(630,770) 

14,654 

Net  cash  provided  by  (used  in)  investing  activities 

47,654 

145,328 

Net  increase  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents,  beginning  of  year 

6,484 

81,920 

17,339 

64,581 

Cash  and  cash  equivalents,  end  of  year 

$ 88,404 

$ 81,920 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements 


1.  Significant  Accounting  Policies 

Description  of  Reporting  Entity 

The  San  Francisco  Bay  Area  Rapid  Transit  District  (the  District)  is  a 
public  agency  created  by  the  legislature  of  the  State  of  California  in 
1957  and  regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit 
District  Act,  as  amended,  and  subject  to  transit  district  law  as  codified 
in  the  California  Public  Utilities  Code.  The  disbursement  of  funds 
received  by  the  District  is  controlled  by  statutes  and  by  provisions 
of  various  grant  contracts  entered  into  with  federal,  state  and  local 
agencies. 

The  District  has  defined  its  financial  reporting  entity  in  accordance 
with  Government  Accounting  Standards  No.  14,  which  states  that 
the  financial  reporting  entity  should  consist  of  (a)  the  primary  gov- 
ernment. (b)  the  organizations  for  which  the  primary  government  is 
financially  accountable,  and  (c)  the  other  organizations  for  which  the 
nature  and  significance  of  their  relationship  with  the  primary  gov- 
ernment are  such  that  exclusion  would  cause  the  reporting  entity’s 
financial  statements  to  be  misleading  or  incomplete.  Based  on  this 
definition,  the  financial  statements  of  the  District  (the  primary  gov- 
ernment) include  those  of  the  Transit  Financing  Authority  (the 
Authority),  a component  unit. 

Basis  of  Accounting  and  Presentation 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this 
method,  revenues  are  recognized  when  earned  and  expenses  are 
recognized  when  they  are  incurred. 

The  financial  statements  of  the  District  are  presented  as  an  enter- 
prise fund  and  are  accounted  for  in  separate  funds,  principally  the 
Operating  Fund,  Construction  Fund  and  Debt  Service  Fund.  Such 
funds  are  combined  for  financial  reporting  purposes  in  order  to 
present  the  financial  position  and  results  of  operations  of  the  District 
as  a whole. 

Cash  and  Cash  Equivalents 

The  District  considers  all  highly  liquid  investments  with  a maturity 
of  three  months  or  less  when  purchased  to  be  cash  equivalents. 
Deposits  held  by  trustee,  deferred  compensation  plan  investments 
(see  Note  11),  and  investments  restricted  for  Board  designated 
purposes  are  treated  as  investments. 


Investments 

Investments  are  stated  at  cost  or  amortized  cost,  except  for  assets  of 
the  deferred  compensation  plan  which  are  stated  at  market  value  (see 
Note  11).  As  a matter  of  policy,  the  District  holds  investments  until 
their  maturity. 

Deposits  Held  by  Trustee 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held 
by  trustee  banks  in  accordance  with  the  District’s  various  bond  and 
note  indentures  and  for  general  debt  service  requirements.  Deposits 
are  stated  at  cost. 

Restricted  and  Designated  Cash  and  Investments 

Certain  cash  and  investments  are  classified  as  restricted  and  desig- 
nated assets  on  the  balance  sheets  because  their  use  is  limited,  either 
by  certain  bond  covenants  or  by  the  Board  of  Directors’  designations. 
The  use  of  these  funds  is  restricted  for  use  in  construction  or  for 
debt  service  payments. 

Materials  and  Supplies 

Materials  and  supplies  consist  primarily  of  replacement  parts  for  the 
system  and  rail  vehicles.  Materials  and  supplies  are  stated  at  cost, 
which  approximates  market,  using  the  average-cost  method.  Materi- 
als and  supplies  are  expensed  as  consumed. 

Facilities,  Property  and  Equipment 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciated 
using  the  straight-line  method  over  the  estimated  useful  lives  of  the 
assets.  Depreciation  expense  on  assets  acquired  with  capital  grant 
funds  is  transferred  to  contributed  capital  after  being  charged  to 
operations. 

Major  improvements  and  betterments  to  existing  facilities  and 
equipment  are  capitalized.  Costs  for  maintenance  and  repairs  which 
do  not  extend  the  useful  life  of  the  applicable  assets  are  charged  to 
expense  as  incuned.  Upon  disposition,  costs  and  accumulated  depre- 
ciation are  removed  from  the  accounts  and  resulting  gains  or  losses 
are  included  in  operations. 

The  District  capitalizes  certain  interest  income  and  expense  related 
to  tax-free  borrowings.  The  net  effect  of  such  interest  capitalization 
was  to  (decrease)  increase  expenditures  for  facilities,  property  and 
equipment  by  $(3,319,000)  and  $57,000  during  the  years  ended 
June  30,  1997  and  1996,  respectively,  for  the  difference  between  in- 
terest income  and  interest  expense  from  applicable  bon'owings. 

Compensated  Absences 

C'om|X'nsatcd  absences  are  accrued  and  reported  as  a liability  in  the 
period  earned. 
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Unearned  Passenger  Revenue 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets 
purchased  which  have  not  yet  been  used. 

Contributed  Capital 

The  District  receives  grants  from  the  Federal  Transit  Administration 
(FTA)  and  other  agencies  of  the  U.S.  Department  of  Transportation, 
state,  and  local  transportation  funds  for  the  acquisition  of  transit 
related  equipment  and  improvements.  Capital  grants  are  recognized 
as  donated  capital  to  the  extent  that  costs  under  the  grant  have  been 
incurred  and  recorded  as  assets.  Capital  grant  funds  earned,  less 
amortization  equal  to  accumulated  depreciation  of  the  related  assets, 
are  included  in  contributed  capital. 

Transactions  and  Use  Tax  (Sales  Tax)  Revenue 

State  of  California  legislation  authorizes  the  District  to  impose  a 1/2% 
transaction  and  use  tax  within  District  boundaries  which  is  collected 
and  administered  by  the  State  Board  of  Equalization.  Of  amounts 
available  for  distribution,  75%  is  paid  directly  to  the  District's  trustee 
for  the  purpose  of  paying  bond  interest,  principal  and  expenses. 
Monies  not  required  for  these  purposes  are  transmitted  to  the  District. 
The  remaining  25%  is  allocated  by  the  Metropolitan  Transportation 
Commission  (MTO  to  the  District,  the  City  and  County  of  San 
Francisco,  and  the  Alameda-Contra  Costa  Transit  District  for  transit 
services.  The  District  records  the  total  transactions  and  use  taxes 
earned  (including  amounts  paid  to  the  trustee)  as  revenue. 

Property  Taxes,  Collection  and  Maximum  Rates 

The  State  of  California  Constitution  Article  Xlll  A provides  that  the 
general  purpose  maximum  property  tax  rate  on  any  given  property 
may  not  exceed  1 % of  its  asses,sed  value  unless  an  additional  amount 
for  general  obligation  debt  has  been  approved  by  voters.  Assessed 
value  is  calculated  at  100%  of  market  value  as  defined  by  Article  XIII 
A and  may  be  adjusted  by  no  more  than  2%  per  year  unless  the 
property  is  sold  or  transferred.  The  State  Legislature  has  determined 
the  method  of  distribution  of  receipts  from  a 1%  tax  levy  among 
the  counties,  cities,  school  districts  and  other  districts,  such  as 
the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service 
requirements  of  its  General  Obligation  Bonds.  The  District  also  re- 
ceives an  allocation  of  property  tax  revenues  for  transit  operations. 
San  Francisco,  Alameda  and  Contra  Costa  Counties  assess  properties 
and  bill  for,  collect,  and  distribute  property  taxes.  Property  taxes  are 
recorded  as  revenue  and  receivables,  net  of  estimated  uncollectibles, 
in  the  fiscal  year  of  levy. 

Financial  Assistance  Grants 

Financial  assistance  grants  are  accrued  as  other  revenue  in  the 
period  to  which  the  grant  applies. 


Collective  Bargaining 

Approximately  87%  of  the  District’s  employees  are  subject  to  collec- 
tive bargaining.  The  current  labor  contracts  expire  on  June  30, 2001. 

Use  of  Estimates 

The  preparation  of  financial  statements  in  conformity  with  general- 
ly accepted  accounting  principles  requires  management  to  make 
estimates  and  assumptions  that  affect  the  reported  amounts  of  assets 
and  liabilities  and  disclosure  of  contingent  assets  and  liabilities  at  the 
date  of  the  financial  statements  and  the  reported  amounts  of  revenues 
and  expenses  during  the  reporting  period.  Actual  results  could  differ 
from  those  estimates. 

Reclassifications 

Certain  reclassifications  have  been  made  to  the  1996  financial  state- 
ments to  conform  to  the  1997  presentation.  These  reclassifications 
did  not  change  total  assets,  total  liabilities,  fund  equity,  or  net  income. 


2.  Cash  and  Investments 

The  District  maintains  a cash  and  investment  pool  that  includes 
cash  and  investments  available  for  general  use  and  restricted  for 
Board  designated  purposes.  Cash  and  investments  of  the  District’s 
deferred  compensation  plan  (see  Note  11)  are  held  separately  by  the 
plan’s  administrator. 

Deposits 

The  carrying  amount  of  the  District’s  deposits  with  banks  and  cash 
on  hand  was  $4,243,000  and  $7,080,000  at  June  30, 1997  and  1996, 
re.spectively.  The  corresponding  bank  balance  was  $7,510,000  and 
$4,578,000  at  June  30, 1997  and  1996,  respectively.  Of  the  bank  bal- 
ance, $236,000  and  $300,000  for  1997  and  1996,  respectively,  was 
insured  by  federal  depository  insurance  or  collateralized  by  securities 
held  by  the  District’s  agent  in  the  District’s  name,  and  $7,274,000 
(1996,  $4,278,000)  is  required  by  Section  53652  of  the  California 
Government  Code  to  be  collateralized  110%  by  the  pledging  financial 
institutions.  Such  collateral  is  not  required  to  be  in  the  District’s  name. 

Investments 

State  of  California  statutes  and  District  policy  authorize  the  District 
to  invest  in  obligations  of  the  U.S.  Treasury,  its  agencies  and  instru- 
mentalities, bankers’  acceptances,  repurchase  and  reverse  repurchase 
agreements,  and  the  State  Treasurer’s  investment  pool.  The  District 
did  not  enter  into  any  reverse  repurchase  agreements  during  1997 
or  1996. 
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The  District’s  investments  are  categorized  below  to  give  an  indica- 
tion of  the  credit  risk  assumed  by  the  District  at  June  30,  1997. 
Category  1 includes  investments  that  are  insured  or  registered  or  for 
w hich  the  securities  are  held  by  the  District  or  its  agent  in  the  Dis- 
mict’s  name.  Categoiy'  2 includes  uninsured  and  unregistered  invest- 
ments for  which  the  securities  are  held  by  the  broker's  or  dealer's 
trust  department  or  agent  in  the  District's  name.  Category  3 includes 
investments  which  are  uninsured  and  unregistered,  for  which  the 
securities  are  held  by  the  broker's  or  dealer's  trust  department  or 
agent,  but  not  in  the  District's  name. 


The  Board  of  Directors  of  the  District  have  designated  the  following 
amounts,  consisting  of  investments,  as  a reserve  of  fund  equity  for  the 
following  purposes: 


Dollars  in  thousands 

1997 

1996 

Bosic  system  completion 

S 767 

$ 1,721 

System  improvement 

1,703 

1,797 

Self-insurance 

9,000 

9,000 

Operating 

5,730 

5,385 

Total 

SI  7,200 

$17,903 

1997  1996 


- Category 

Carrying 

Market 

- Category 

Carrying 

Market 

Dollars  in  thousands 

1 

2 3 

Amount 

Value 

1 

2 3 

Amount 

Value 

Money  market 

— 

$59,494  — 

$ 59,494 

$ 59,494 

_ 

$26,153  — 

$ 26,153 

$ 26,153 

li.S.  Treasury  bills 

— 

19,126  — 

19,126 

19,126 

$ 71,814 

— — 

71,814 

71,259 

11  .S.  Treasury  notes 

— 

— — 

— 

— 

5,057 

— — 

5,057 

5,060 

Federal  agency  obligations 

$203,967 

— — 

203,967 

204,631 

209,432 

— — 

209,432 

211,231 

Repurchase  agreements 

31,265 

- - 

31,265 

31,265 

24,108 

- - 

24,108 

24,108 

Total 

$235,232 

$78,620  — 

313,852 

314,516 

$310,411 

$26,153  — 

336,564 

337,811 

Cash  on  hand 

1,041 

1,041 

1,867 

1,867 

lime  and  demand  deposits 

(3,302) 

(3,302) 

(5,213) 

(5,213) 

Investment  in  California  locol 

ogency  investment  fund 

15,000 

15,000 

15,000 

15,000 

Mutual  funds  - deferred 

compensation  plan  investments 

- 

- 

141,376 

141,376 

Total 

$326,591 

$327,255 

$489,594 

$490,841 

Reported  as: 

Cash  and  cash  equivolents 

$ 88,404 

$ 81,920 

Investments  - current 

3,882 

4,217 

Payroll  and  other  liobilities 
(representing  cash  overdraft) 

(10,386) 

(10,146) 

Deposits  held  by  trustee  - restricted  - 
current  and  long-term 

78,620 

54,242 

Investments  restricted  for  capital 
purposes 

148,871 

200,082 

Deferred  compensotion  plan 
investments 

141,376 

Investments  restricted  for  8oard 
designated  purposes 

17,200 

17,903 

Total 

$326,591 

$489,594 

3.  Facilities,  Property  and  Equipment 


Facilities,  property  and  equipment  at  June  30, 1997  and 
1996  are  summarized  as  follows: 


Dollars  in  thousands 

Lives  (Years) 

1997 

1996 

Land 

$ 242,079 

$ 241,782 

Improvements 

80 

1,770,779 

1,542,612 

System-wide  operation  and  control 

20 

253,647 

242,103 

Revenue  transit  vehicles 

30 

559,641 

548,294 

Service  and  miscellaneous  equipment 

3-20 

40,566 

37,989 

Capitalized  construction  and  start-up  costs 

30 

98,178 

97,748 

Repairable  property  items 

30 

15,992 

15,800 

Capital  leases 

30 

53,366 

48,777 

3,034,248 

2,775,105 

Less  accumulated  depreciation  and  amortization 

(826,139) 

(771,315) 

2,208,109 

2,003,790 

Construction-in-progress 

881,948 

923,832 

Total 

$ 3,090,05 

$ 2,927,622 

Depreciation  expense  on  capital  leases  for  the  year  ended  June  30, 
1997  was  $1,944,000. 

The  District  is  currently  involved  in  construction  of  Phase  1 of  an 
extension  project  that  will  add  35  miles  of  track  and  10  new  stations 
to  the  system  at  a total  cost  of  approximately  $2,936,000,000.  The 
District  anticipates  completing  Phase  1 by  the  year  2002.  The 
Di.strict  anticipates  funding  for  Pha.se  1 will  come  from  the  federal 
government  ($878,000,000),  State  of  California  ($633,000,000),  San 
Mateo  County  ($473,000,000),  Alameda  and  Contra  Costa  Counties 
($321,000,000),  bridge  tolls  ($144,000,000),  San  Francisco  Interna- 
tional Airport  ($200,000,000),  and  the  District  ($111,000,000),  with 
the  remaining  source  of  funding  yet  to  be  identified. 

The  District  has  entered  into  contracts  for  the  construction  of  various 
facilities  and  equipment  totaling  approximately  $364,000,000  at 
June  30,  1997. 


13  BART:  Further  Yet  Closer  and  Closer 


JL 


San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  — continued 


4.  Risk  Management 

The  District  is  fully  self-insured  for  workers'  compensation  claims 
and  partially  self-insured  for  public  liability  and  property  damage. 
The  self-insured  maximum  for  public  liability  and  property  damage 
claims  is  $ 1 0.(XX),(X)0  for  any  one  occurrence.  Claims  in  excess 
of  self-insurance  retentions  are  covered  up  to  an  additional 
SUO.OOO.CXX)  by  insurance  policies. 

The  self-insurance  programs  are  administered  by  independent  adjust- 
ment bureaus.  The  liability  is  based,  in  part,  upon  the  independent 
adjustment  bureaus'  estimate  of  reserves  required  for  unsettled 
claims  and  related  administrative  costs,  and  includes  claims  that  are 
incurred  but  not  reported.  Such  reserves  are  actuarially  determined 
and  subject  to  preriodic  adjustment  as  conditions  warrant. 

The  estimated  liability  for  insurance  claims  at  June  30,  1997  is  be- 
lieved to  be  sufficient  to  cover  any  costs  arising  out  of  claims  filed  or 
to  be  filed  for  accidents  which  occurred  through  that  date. 

Claim  expenses  and  liabilities  are  reported  when  it  is  probable  that 
a loss  has  occurred  and  the  amount  of  that  loss  can  be  reasonably 
estimated.  These  losses  include  an  estimate  of  claims  that  have  been 
incurred  but  not  reported. 

At  June  30,  1997,  the  amount  of  these  liabilities  was  $24,249,000. 
This  liability  is  the  District's  best  estimate  based  on  available  infor- 
mation. Changes  in  the  reported  liability  since  the  beginning  of  the  re- 
spective fi.scal  year  are  as  follows: 


Dollars  in  thousands 

1997 

1996 

Lability  at  beginning  of  year 

S 22,574 

$ 16,882 

Current  year  claims  and  changes 
in  estimates 

10,223 

12,142 

Payment  of  claims 

(8,548) 

(6,450) 

Liability  at  end  of  year 

$24,249 

$22,574 

5.  Joint  Exercise  of  Powers  Agreement 

Transit  Financing  Authority 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement),  dated 
Augu.st  I.  1991.  between  the  District  and  MTC  provided  for  the 
creation  of  the  Transit  Financing  Authority  (the  Authority),  a public 
instrumentality  of  the  State  of  California.  The  term  of  the  Agreement 
is  for  ten  years,  unless  extended  or  earlier  tenninated.  The  Authority 
was  formed  for  the  puipose  of  providing  financing  and  contracting 
for  public  transit  improvements,  including  the  refinancing  of  prior 
indebtedness  and  acquiring,  selling  and  financing  public  capital 
improvements,  working  capital,  liability  and  other  insurance  needs, 
and  for  the  specific  purpo.se  of  assisting  in  financing  the  District’s 
Hast  Bay  extensions. 


The  governing  board  of  the  Authority  consists  of  two  members  each 
from  the  District  and  MTC.  Neither  the  District  nor  MTC  is  respon- 
sible for  any  debt,  liabilities  and  obligations  of  the  Authority. 

At  the  end  of  the  tenn  or  upon  the  earlier  termination  of  the  Agree- 
ment, all  assets  of  the  Authority  shall  be  distributed  to  the  two  par- 
ticipants. and  any  surplus  money  on  hand  shall  be  returned  to  these 
participants  in  proportion  to  their  respective  contributions  to  the 
Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority  since 
inception  and  has  only  a residual  equity  interest  as  mentioned  above. 
Because  the  District  is  not  an  investee  in  the  Authority,  the  equity 
method  is  not  considered  appropriate. 

The  Authority  has  undertaken  a commercial  paper  program  to  finance 
certain  of  the  District’s  system  improvements  in  connection  with 
the  multi-phase  extension  program.  Under  the  program,  in  October 
1 992,  the  Authority  issued  its  Commercial  Paper  Notes,  Series  A,  and 
Commercial  Paper  Notes,  Series  B,  in  the  aggregate  amount  of 
$100,000,000.  During  March  and  April  1994,  the  Authority  redeemed 
and  retired  all  commercial  paper  notes  issued  under  the  program. 

At  June  30, 1997,  the  Authority  has  no  assets,  liabilities  and  retained 
earnings.  The  District  is  continuing  to  fund  expenses  to  maintain  the 
commercial  paper  program  for  future  financing  needs. 

Capitol  Corridor  Authority 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement)  dated 
December  31,1 996,  between  the  District  and  five  other  transportation 
authorities  in  surrounding  counties  (Agencies)  provided  for  the 
creation  of  the  Capitol  Corridor  Joint  Powers  Authority  (the  Author- 
ity), a public  instrumentality  of  the  State  of  California.  The  term  of 
the  Agreement  is  for  3 years,  unless  extended  or  terminated  earlier. 
The  Authority  was  formed  for  the  purpose  of  administering  and 
managing  the  operation  of  the  Capitol  Corridor  Rail  Service  as  part 
of  the  California  passenger  rail  system.  The  District  is  the  manag- 
ing agency  of  the  Autliority  and  in  that  capacity  shall  provide  all 
necessary  administrative  support  to  the  Authority. 

The  governing  board  of  the  Authority  consists  of  six  membei-s  from 
the  District  and  two  members  from  each  of  the  five  other  Agencies. 
Neither  the  District  nor  the  other  Agencies  are  responsible  for  any 
debt,  liabilities  and  obligations  of  the  Authority'. 

At  the  end  of  the  temi  or  upon  the  earlier  tennination  of  the  Agree- 
ment, all  assets  of  the  Authority  shall  be  distributed  to  tire  6 pruli- 
cipants.  and  any  surplus  money  on  hand  shall  be  returned  to  these 
participants  in  proportion  to  their  respective  contributions  to  the 
Authority. 

The  District  has  irot  contributed  any  assets  to  the  Authority.  Because 
the  District  is  irot  an  iirvestee  in  the  Authority,  the  equity  method  is 
not  considei'ed  appr  opriate. 
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6.  Joint  Ventures 

Technology  Reinvestment  Project 

During  fiscal  year  1996,  the  District  and  the  joint  venture  of  Hughes 
Transportation  Control  Systems,  Inc.  and  Morrison  Knudsen  Train 
Control,  Inc.  (HMK)  entered  into  a memorandum  of  understanding 
(MOU)  to  form  an  alliance  (Alliance)  to  develop  a cost-effective, 
highly  reliable  and  safe  train  control  system  for  passenger  and  freight 
carrying  trains.  The  project  is  funded  under  the  Technology  Rein- 
vestment Project  managed  by  the  Advanced  Research  Projects 
Agency  (ARPA).  The  Federal  Transit  Administration  (FTA)  has  agreed 
to  manage  and  oversee  the  project  on  behalf  of  ARPA.  This  project 
has  an  initial  term  of  29  months. 

The  project  is  governed  by  an  executive  committee  which  will  consist 
of  eight  members;  three  appointed  by  the  District,  four  appointed 
by  HMK,  and  one  appointed  by  the  FTA.  The  executive  committee 
will  be  chaired  by  the  District’s  general  manager. 

The  District’s  participation  in  this  project  is  in  the  form  of  in-kind 
contributions  which  consist  primarily  of  labor  costs,  and  direct  costs 
that  are  reimbursable  by  the  Alliance.  For  the  years  ended  June  30, 
1997  and  1996,  the  District  had  provided  the  Alliance  with  approxi- 
mately $12,758,000  and  $2,983,000  in  in-kind  contributions,  respec- 
tively, and  had  incurred  approximately  $948,000  and  $856,000  of 
cumulative  costs  that  were  reimbursable  by  the  Alliance,  respectively. 

Paratransit  Consortium 

In  1994,  the  District  and  the  Alameda-Contra  Costa  Transit  District 
(AC  Transit)  executed  a Joint  Exercise  of  Powers  Agreement  estab- 
lishing the  East  Bay  Paratransit  Consortium  (the  Consortium).  The 
purpose  of  the  Consortium  is  to  enable  the  District  and  AC  Transit 
to  jointly  administer  ADA  paratransit  services  in  the  service  area 
overlapped  by  the  District  and  AC  Transit.  The  Consortium  receives 
operating  subsidies  of  State  Transit  Assistance  funds  administered 
by  the  MTC.  The  project  receives  direction  from  the  Service  Review 
Committee,  which  consists  of  the  general  manager  (or  designee)  from 
each  member  agency. 

For  the  year  ended  June  30,  1997,  MTC  established  AC  Transit  as 
the  lead  agency  responsible  for  administering  the  ADA  paratransit 
services.  The  lead  agency  is  rotated  annually. 

The  District  received  approximately  $286,000  and  $265,000  from 
MTC  in  fiscal  year  1997  and  1996,  respectively. 


7.  Long-Term  Debt 

Long-term  debt  at  June  30, 1997  and  1996  is  summarized  as  follows: 


Dollars  in  thousands 

1997 

1996 

1962  General  Obligation  Bonds 

$ 84,800 

$ 126,950 

1966  Special  Service  District  Bonds 

700 

1,370 

1990  Sales  Tax  Revenue  Refunding  Bonds 

143,300 

148,260 

1991  Sales  Tax  Revenue  Bonds 

52,015 

53,480 

1993  Sales  Tax  Revenue  Notes 

74,500 

74,500 

1 995  Sales  Tax  Revenue  Bonds 

132,175 

135,000 

Note  payable 

44,550 

44,550 

Less: 

532,040 

584,110 

Unamortized  bond  discount  and  issuance  costs 

(8,859) 

(9,566) 

Current  portion 

(137,030) 

(53,765) 

Net  long-term  portion 

$ 386,151 

$ 520,779 

1962  General  Obligation  Bonds 

In  1962,  voters  of  the  member  counties  of  the  District  authorized  a 
bonded  indebtedness  totaling  $792,000,000  of  General  Obligation 
Bonds  maturing  through  1999,  with  interest  rates  ranging  from  1.5% 
to  6%.  Payment  of  both  principal  and  interest  is  provided  by  the  levy 
of  District-wide  property  taxes. 

1966  Special  Service  District  Bonds 

In  1966,  City  of  Berkeley  voters  formed  Special  Service  District 
No.  1 and  authorized  the  issuance  of  $20,500,000  of  General  Obliga- 
tion Bonds  maturing  through  1998,  of  which  $12,000,000  were 
issued  for  construction  of  subway  extensions  within  that  city.  Pay- 
ment of  both  principal  and  interest  is  provided  by  taxes  levied  upon 
property  within  Special  Service  District  No.  1 . Bond  interest  rates 
range  from  4%  to  5.5%. 
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San  Francisco  Bay  Area  Rapid  Transit  District 

Notes  to  Financial  Statements  — continued 

1990  Sales  Tax  Revenue  Refunding  Bonds  (the  1990  Bonds)  1995  Sales  Tax  Revenue  Bonds  (the  1995  Bonds) 


In  July  1990.  the  District  issued  sales  tax  refunding  bonds  totaling 
S158.478.000.  Tlie  1990  Bonds  are  special  obligations  of  the  District 
payable  from  and  collateralized  by  a pledge  of  the  sales  tax  revenues. 
At  June  .^0. 1997.  the  1990  Bonds  consist  of  $116,765,000  of  current 
interest  bonds  due  from  1997  to  2012  with  interest  rates  ranging 
from  6.407f  to  6.947r  and  $26.535.(X)0  of  capital  appreciation  serial 
bonds  (S16.828.(XX)  original  amount)  with  yields  of  6.65%  to  6.75% 
due  from  2002  to  2005.  Interest  on  the  capital  appreciation  bonds 
is  payable  at  maturity.  For  financial  reporting  purposes,  accrued 
interest  is  added  to  the  principal  balance.  The  current  interest  bonds 
maturing  on  July  1.2(X)9  ($56,215,000)  are  redeemable  after  July  1. 
2(XK).  at  the  option  of  the  District  at  prices  ranging  from  100%  to 
102%.  The  1990  Bonds  were  issued  to  advance  refund  1985  Sales 
Tax  Revenue  Bonds  outstanding. 

1991  Sales  Tax  Revenue  Bonds  (the  1991  Bonds) 

The  1991  Bonds  were  issued  in  August  1991  in  the  amount  of 
$56,010,000  and  are  special  obligations  of  the  District,  payable 
from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At  June  30, 
1997.  the  1991  Bonds  consist  of  $12,140,000  of  serial  bonds  due 
from  1997  to  2002  with  interest  rates  ranging  from  5.75%  to  6.3% 
and  $39,875,000  of  temi  bonds  due  from  2005  to  2012  with  interest 
rates  ranging  from  6.4%  to  6.6%.  The  District  is  required  to  make 
sinking  fund  payments  on  the  term  bonds  beginning  on  July  1, 
2003.  Additionally,  the  1991  Bonds  maturing  after  June  30,  2001  are 
redeemable,  at  the  option  of  the  District  at  prices  ranging  from  100% 
to  102%. 

1993  Sales  Tax  Revenue  Notes 

In  January  1993.  the  District  issued  subordinate  sales  tax  revenue 
notes  totaling  $74,500,000  to  provide  funds  for  the  acquisition  of 
30  mass  transit  rail  vehicles.  The  notes  are  special  obligations  of  the 
District  payable  from  and  collateralized  by  a pledge  of  certain  sales 
tax  revenues  and  by  property  tax  revenues.  The  pledge  of  the  sales 
tax  revenue  is  subordinate  to  the  District's  pledge  of  sales  tax  rev- 
enues with  respect  to  payment  of  its  $158,478,000  original  principal 
amount  of  Sales  Tax  Revenue  Refunding  Bonds,  Series  1990,  and 
its  $56,010,000  original  principal  amount  of  Sales  Tax  Revenue 
Bonds.  Series  1991,  and  any  obligations  of  the  District  payable  on  a 
parity  with  such  bonds  pursuant  to  the  terms  of  the  indenture  under 
which  such  bonds  were  issued. 


In  June  1995.  the  District  issued  sales  tax  revenue  bonds  totaling 
$135,000,000  to  provide  funds  for  certain  capital  improvements 
including  rehabilitation  of  District  vehicles  and  facilities  and  energy 
conservation  measures.  The  bonds  are  special  obligations  of  the  Dis- 
trict, payable  from  and  collateralized  by  a pledge  of  sales  tax  rev- 
enues. At  June  30. 1997,  the  1995  Bonds  consist  of  $62,695,000  serial 
bonds  due  from  1997  to  2012  with  interest  rates  ranging  from  4.35% 
to  5.70%  and  $69,480,000  of  term  bonds  due  from  2015  to  2020 
with  interest  rates  of  5.50%.  The  District  is  required  to  make  sink- 
ing fund  payments  on  the  term  bonds  beginning  on  July  1,  2012. 
In  addition,  the  1996  Bonds  maturing  after  June  30,  2006  will  be 
redeemable  after  July  1,  2005  at  the  option  of  the  District  at  prices 
ranging  from  100%  to  101%. 

Defeased  Bonds 

In  prior  years,  the  District  defeased  sales  tax  revenue  bonds  by 
placing  the  proceeds  of  new  sales  tax  revenue  refunding  bonds  in  an 
irrevocable  trust  to  provide  for  all  future  debt  service  payments  on 
the  old  bonds.  Accordingly,  the  trust  account  assets  and  the  liability 
for  the  defeased  bonds  are  not  included  in  the  District's  financial 
statements.  At  June  30,  1996.  the  outstanding  amount  of  sales  tax 
revenue  bonds  defeased  was  $130,545,000.  In  July  1996  these 
defeased  bonds  were  called.  At  June  30,  1997  there  were  no  out- 
.standing  amounts  of  defeased  bonds. 

The  District  is  subject  to  certain  bond  covenants,  the  most  restrictive 
of  which  is  to  make  no  use  of  the  proceeds  of  the  bonds  which 
will  cause  the  bonds  to  be  arbitrage  bonds  subject  to  federal  income 
taxation. 

Bond  and  note  discount  and  issuance  costs  are  amortized  over  the 
life  of  the  related  debt. 

Note  Payable 

In  September  1994,  the  District  entered  into  a note  payable  arrange- 
ment with  Pitney  Bowes  Credit  Coip.  (Pitney)  in  the  amount  of 
$44,550,000  to  finance  the  cost  of  constmcting  a telecommunica- 
tions system  (System)  along  the  Di.suict’s  right-of-ways.  The  note 
is  collateralized  by  a restricted  deposit  held  by  a haistee  totaling 
approximately  $19,641,000  at  June  30.  1997.  This  account  is  to  be 
used  by  the  District  for  making  progress  payments  to  vendors  who 
have  been  contracted  for  the  design,  development  and  construction 
of  tlie  System.  The  note  payable  matures  in  March  of  1998.  Interest 
on  the  note  accrues  at  the  rate  of  7.08%  per  annum.  The  District 
has  incuned  costs  of  approximately  $29,670,0(X)  related  to  the  con- 
struction of  the  System,  which  has  been  recorded  as  constmction  in 
progress  in  the  balance  sheet  at  June  30, 1997. 
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The  following  is  a schedule  of  long-term  debt  principal  payments 
required  as  of  June  30, 1997  (in  thousands); 


1990 


1966 

Sales 

1991 

1993 

1995 

1962 

Special 

Tax 

Sales 

Sales 

Sales 

General 

Service 

Revenue 

Tax 

Tax 

Tax 

Obligations 

District 

Refunding 

Revenue 

Revenue 

Revenue 

Year  ending  June  30: 

Bonds 

Bonds 

Bonds 

Bonds 

Notes 

Bonds 

Total 

1998 

$ 43,675 

$ 700 

$ 7,140 

$ 1,610 

$ 36,415 

$ 2,940 

$ 92,480 

1999 

41,125 

— 

7,655 

1,770 

38,085 

3,070 

91,705 

2000 

— 

— 

8,195 

1,935 

— 

3,205 

13,335 

2001 

— 

— 

8,785 

2,090 

— 

3,355 

14,230 

2002 

— 

— 

4,622 

2,270 

— 

3,510 

10,402 

Thereafter 

— 

— 

106,903 

42,340 

— 

116,095 

265,338 

Sub  total 

$ 84,800 

$ 700 

$143,300 

$ 52,015 

$ 74,500 

$132,175 

487,490 

Note  payable 

44,550 

Total 

$532,040 

8.  Federal  Grants 

The  U.S.  Department  of  Transportation  provides  financial  assistance 
to  the  District  for  capital  projects  and  planning  and  technical  assis- 
tance. Grants  which  were  active  during  the  year  ended  June  30, 1997 
are  summarized  as  follows  (in  thousands): 


Total  approved  project  costs 

$ 496,468 

Total  opproved  federal  funds 

$ 375,481 

Less  cumulative  amounts  earned 

(276,592) 

Remaining  amount  available  under  federal  grants 

$ 98,889 

10.  Employees'  Retirement  Plan 

Plan  Description 

All  permanent  employees  are  eligible  to  participate  in  the  Public 
Employees’  Retirement  Fund  (Fund)  of  the  State  of  California’s 
Public  Employees’  Retirement  System.  The  Fund  is  an  agent  multi- 
ple-employer defined  benefit  retirement  plan  that  acts  as  a common 
investment  and  administrative  agent  for  various  local  and  state  gov- 
ernmental agencies  within  the  State  of  California.  The  Fund  provides 
retirement,  disability,  and  death  benefits  based  on  the  employee’s 
years  of  service,  age  and  compensation.  Employees  vest  after  five 
years  of  service  and  may  receive  retirement  benefits  at  age  50. 
These  benefit  provisions  and  all  other  requirements  are  established 
by  State  statute  and  District  ordinance. 


9.  Local  and  State  Financial  Assistance 

The  District  receives  local  operating  and  capital  assistance  from 
Transportation  Development  Act  Funds  (TDA).  For  the  year  ended 
June  30, 1997,  TDA  assistance  was  $1,244,000  (1996,  $595,000),  all 
of  which  was  used  for  operating  assistance.  These  funds  are  received 
from  the  counties  of  Alameda  and  Contra  Costa  to  meet,  in  part,  the 
District’s  operating  requirements  based  on  annual  claims  filed  by 
the  District  and  approved  by  MTC. 
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The  District  was  not  required  to  make  a contribution  to  the  Fund 
for  co\ered  employees  for  the  years  ended  June  30,  1997  and  1996 
due  to  a surplus  of  the  District's  ponion  of  the  Fund’s  net  assets 
over  the  District's  pension  benefit  obligation  caused  by  a change  in 
1988  in  the  actuarial  valuation  method  and  an  actual  rate  of  return 
on  investment  assets  that  exceeded  the  assumed  rate.  The  District’s 
cov  ered  payroll  for  employees  panicipating  in  the  Fund  for  the  years 
ended  June  30. 1997  and  1996  was  $159,592,000  and  $148,517,000, 
respectively.  The  District’s  1997  and  1996  payroll  for  all  employees 
was  $175,655,000  and  $165,363,000,  respectively.  The  District,  due 
to  a Collective  Bargaining  Agreement,  also  has  a legal  obligation  to 
contribute  an  additional  9%  for  public  safety  personnel  and  7%  for 
miscellaneous  covered  employees.  Employees  have  no  obligation  to 
contribute  to  the  Fund. 

Funding  Status  and  Progress 

Tlie  pension  benefit  obligation  is  determined  for  each  participating 
employer  by  the  Fund’s  actual^  and  is  a standardized  disclosure 
measure  that  results  from  applying  actuaiial  assumptions  to  estimate 
the  present  value  of  pension  benefits,  adjusted  for  the  effects  of  pro- 
jected salary'  increases  and  step  rate  benefits,  to  be  payable  in  the 
future  as  a result  of  employee  service  to  date.  The  measure  is  intend- 
ed to  help  users  assess  the  funding  status  of  the  District’s  portion  of 
the  Fund  to  which  contributions  are  made  on  a going-concern  basis, 
assess  progress  made  in  accumulating  sufficient  assets  to  pay  benefits 
when  due.  and  make  comparisons  among  employers.  The  measure 
is  the  actuarial  present  value  of  credited  projected  benefits  and  is 
independent  of  the  funding  method  used. 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial 
valuation  performed  as  of  June  30,  1995,  the  latest  available  for  the 
Fund.  The  significant  actuarial  assumptions  used  in  the  1995  valua- 
tion to  compute  the  pension  benefit  obligation  were  an  assumed  rate 
of  return  on  investment  assets  of  8.50%,  annual  payroll  increases  of 
4.57f  attributable  to  inflation,  0%  attributable  to  real  salary  increases, 
and  merit  increases  that  vary  by  length  of  service,  and  no  postretire- 
ment benefit  increases. 


The  funding  status  applicable  to  the  District’s  employee  group  at 
June  30. 1995  (the  latest  available  for  the  Fund)  is  summarized  as 
follows  (in  thousands): 

Net  assets  available  for  benefits,  at  cost' 

(total  market  value,  $535,018)  $ 503,310 


Pension  benefit  obligatian; 

Retirees  and  beneficiaries  currently  receiving  benefits 

and  terminated  employees  not  yet  receiving  benefits 

164,753 

Current  employees: 

Accumulated  employee  contributions  and  allocated 

investment  earnings 

147,430 

Employer-financed,  vested 

88,206 

Employer-financed,  nonvested 

4,629 

Total  pension  benefit  obligation 

405,018 

Net  assets  in  excess  of  pension  benefit  obligation 

$ 98,292 

* Includes  Distriil's  surplus  al  June  30,  1995. 


During  the  year  ended  June  30,  1995,  the  Fund  experienced  a net 
increase  of  approximately  $49,588,000  in  the  pension  benefit  obliga- 
tion. This  increase  was  not  due  to  any  changes  in  actuarial  methods 
and  assumptions. 


Actuarially  Determined  Contributions  Required  and 
Contributions  Mode 

The  funding  policy  of  the  Fund  provides  for  actuarially  determined 
periodic  contributions  by  the  District  at  rates  such  that  sufficient 
assets  will  be  available  to  pay  benefits  when  due.  The  District  was 
not  required  to  make  a contribution  to  the  Fund  for  the  year  ended 
June  30, 1996  in  accordance  with  the  actuarially  detennined  require- 
ments computed  as  of  June  30,  1995  and  1994,  respectively.  The 
District’s  surplus  asset  position  is  being  offset  against  the  current 
year’s  normal  cost  contribution.  The  actuarially  determined  nonnal 
cost  contribution  rate  before  reduction  for  the  surplus  asset  amorti- 
zation was  14.076%  for  safety  employees  and  8.997%  for  miscel- 
laneous employees  in  both  1995  and  1994,  respectively. 
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The  District’s  nornial  cost  contribution  rate  is  detennined  using  the 
entry-age  normal  actuarial  cost  method,  a projected  benefit  cost 
method.  It  takes  into  account  those  benefits  that  are  expected  to  be 
earned  in  tire  future  as  well  as  those  already  accmed.  The  Fund  also 
uses  the  level  percentage  of  payroll  method  to  amortize  the  unfund- 
ed actuarial  liability  through  the  year  2000. 

Significant  actiuuial  assumptions  used  in  the  June  30, 1995  valuation 
to  compute  the  actuarially  determined  contribution  requirement  are 
the  same  as  those  used  to  compute  the  pension  benefit  obligation  as 
described  above. 
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Historical  Trend  Information 

Trend  information  gives  an  indication  of  the  progress  made  in  accu-  For  the  District’s  portion  of  the  Fund,  trend  information  for  the  nine 

mulating  sufficient  assets  to  pay  benefits  when  due.  Ten-year  trend  years  ended  June  30, 1995  is  as  follows: 

information  is  not  yet  available. 


Dollars  in  thousands 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

Net  assets  available  for  benefits, 
at  cost 

$ 503,310 

$465,222 

$383,838 

$340,459 

$304,991 

$ 277,041 

$245,582 

$214,290 

$ 189,801 

Pension  benefit  obligation 

405,018 

355,430 

333,525 

275,530 

244,132 

225,158 

193,565 

171,353 

151,795 

Net  assets  available  for  benefits 
as  a percentage  of  pension 
benefit  obligation 

124% 

131% 

115% 

124% 

125% 

123% 

127% 

125% 

125% 

Assets  in  excess  of  pension 
benefit  obligation 

98,292 

110,792 

50,312 

64,929 

50,859 

51,873 

52,017 

42,937 

38,006 

Annual  covered  payroll 

136,200 

128,325 

121,630 

114,057 

105,614 

95,372 

85,746 

83,178 

79,940 

Assets  in  excess  of  pension  benefit 
obligation  as  a percentage 
of  annuol  covered  payroll 

72% 

86% 

41% 

57% 

58% 

54% 

61% 

52% 

48% 

Contributions  made  in  accordance 
with  actuarially  determined 
requirements  as  a percentage 
of  annual  covered  payroll 

. 

. 

Trend  information  lor  1996  is  not  yet  available.  Also,  information  prior  to  1 987  is  not  available. 


Postretirement  Health  Care  Cost 

In  addition  to  the  retirement  benefits  described  above,  as  specified  in 
the  District’s  ordinance,  the  District  provides  postretirement  health 
care  benefits  assistance  to  all  employees  who  retire  directly  from  the 
District  or  to  their  surviving  .spouse.  Substantially  all  of  the  District’s 
employees  may  become  eligible  for  those  benefits  if  they  reach  age 
55  while  working  for  the  District.  Currently,  286  retirees  are  provid- 
ed this  benefit.  The  District  reimbursed  up  to  $2 1 ,000  per  month  for 
any  health  insurance  premiums  paid  by  the  retiree  or  their  surviving 
spouse  during  fiscal  1997.  These  benefits  are  fully  funded  by  the 
District  and  accounted  for  on  a pay-as-you-go  basis  through  pay- 
ments to  the  Plan.  Cash  reimbursement  of  these  benefits  totaled 
$193,000  in  1997. 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  — continued 


11.  Deferred  Compensation  Plan 

The  District  offers  its  employees  a deferred  compensation  plan 
created  in  accordance  with  Internal  Revenue  Code  (IRC)  Section  457. 
The  deferred  compensation  plan,  available  to  all  officers  and  em- 
ployees. pemiits  them  to  defer  receipt  of  a portion  of  their  salary 
until  future  yeiu^.  The  deferred  compensation  is  not  available  to  em- 
ployees until  retirement,  temiination,  or  certain  other  covered  events. 

On  Januar>'  1. 1997,  the  District  amended  the  Plan  to  confomi  to  the 
Federal  Small  Business  Protection  Act  of  1996  (SBPA).  The  amend- 
ment allowed  the  creation  of  a trust  for  the  deferred  compensation 
plan  and  all  income  attributable  to  those  amounts.  The  funds  are 
not  subject  to  the  claims  of  the  District's  general  creditors.  The  Plan 
is  no  longer  considered  part  of  the  District's  assets. 

The  plan  administrator  has  invested  the  deferred  amounts  in  numer- 
ous participant-directed,  uninsured  investments.  Total  employee 
contributions  for  this  plan  for  the  years  ended  June  30,  1997  and 
1996  were  $10,737,000  and  $9,900,000,  respectively.  The  Deferred 
Compensation  Plan  assets  at  June  30,  1997  (excluded  from  the 
accompanying  financial  statements)  and  1996  were  $170,012,000 
and  $ 14 1 ,376,000,  respectively. 


12.  Money  Purchase  Pension  Plan 

All  District  employees,  except  sworn  police  officers,  participate  in 
the  Money  Purchase  Pension  Plan,  which  is  a supplemental  retire- 
ment program.  In  January  1981,  the  District’s  employees  elected  to 
withdraw  from  the  Federal  Social  Security  System  (FICA)  and  estab- 
lished the  Money  Purchase  Pension  Plan.  The  District  contributes, 
on  a pay-as-you-go  basis,  an  amount  equal  to  6.65%  of  covered 
employee’s  annual  compensation  (up  to  $29,700  after  deducting 
the  first  $133  paid  during  each  month)  up  to  a maximum  annual 
contribution  of  $1,868.  Each  employee’s  account  is  available  for 
distribution  upon  such  employee’s  temiination. 

The  District’s  total  expense  and  funded  contribution  for  this  plan 
for  the  year  ended  June  30,  1997  and  1996  were  $6,518,000  and 
$6,022,000,  respectively.  Money  Purchase  Pension  Plan  assets  at 
June  30. 1997  and  1996  (excluded  from  the  accompanying  financial 
statements)  were  $173,210,000  and  $150,916,000,  respectively.  At 
June  30,  1997  there  were  approximately  500  participants  cunently 
eligible  to  receive  benefits  under  this  plan. 


13.  Commitments  and  Contingencies 

Litigation 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes, 
which  for  the  most  part  are  normal  to  the  District's  operations.  It  is 
the  opinion  of  the  District’s  management  that  the  costs  that  might 
be  incurred  in  the  disposition  of  these  matters,  if  any,  would  not  ma- 
terially affect  the  District’s  financial  position  or  results  of  operations. 

Lease  Commitments 

The  District  leases  certain  facilities  under  operating  leases  with 
original  ternis  ranging  from  two  to  five  years  with  options  to  renew. 

Future  minimum  rental  payments  under  non-cancelable  operating 
leases  with  initial  or  remaining  lease  terms  of  over  one  year  at 
June  30, 1997  are  as  follows: 


Dollar  in  thousands 

Operating  Leases 

1998 

$ 704 

1999 

512 

2000 

444 

2001 

444 

2002 

— 

Thereafter 

— 

Total  minimum  payments 

$2,104 

Rent  expense  under  all  operating  leases  was  $2,144,000  and 
$1,566,000  for  the  years  ended  June  30,  1997  and  1996,  respectively. 

Sale/Leaseback 

On  March  30,  1995,  the  District  entered  into  an  agreement  with  a 
Swedish  corporation  to  sell  25  newly  manufactured  C-2  rail  cars  for 
$50,383,000  and  simultaneously  entered  into  an  agreement  to  lease 
them  back.  The  lease  agreement  was  effective  on  the  closing  date  of 
September  15, 1995,  and  continues  through  Januaiy  15.  2011. 

The  District  recognized  a gain  on  the  sale  of  approximately  $2,000,000 
which  is  equal  to  the  amount  of  cash  received  on  the  sale.  The  gain 
was  defened  and  is  being  amortized  over  30  years.  In  addition,  the 
District  recorded  a receivable  of  $48,368,000  and  a capital  lease 
obligation  of  the  same  amount.  The  receivable  and  the  liability  will  be 
reduced  by  a corresponding  amount  over  the  tenn  of  the  lease.  Otlier 
than  the  cash  received  upon  the  sale,  no  cash  will  be  exchanged 
between  the  parties  in  settlement  of  the  receivable  and  liability. 
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Operating  Funds  1 996*97 

(Dollars  in  Thousands) 


Total 

5313,375  100.00% 

Transactions  and  Use 

Sale  Tax 

$105,055  33.52% 

Passenger  Fares 

5149,455  47.70% 

Property  Tax 

$12,769  4.07% 

Other 

$46,086  14.71% 

Investment  Income  and 
Other  Operating  Revenues 
$14,661  4.68% 

Construction  Funds 
(Capitalized  Costs) 

$29,915  9.55% 

Regional  Finonciol  Assistance 
Local 

$1,244  0.40% 

— State 

$265  0.08% 


Capital  Funds  1996-97 

(Dollars  in  Thousands) 


Uses  of  Funds 


Total 

$313,375  100.00% 

- Maintenance 

$108,356  34.58% 

- Transportation 

$86,517  27.51% 

- General  Administration 

$72,122  23.01% 

- Police  Services 

$19,470  6.21% 

- Other 

$26,900  8.59% 

Capitol  Designation 
$15,600  4.98% 

Construction  and  Engineering 
$11,178  3.57% 

Increase  in  Retained  Earnings 
$122  0.04% 


Expenditures 

Total 

$226,789  100.00% 

Construction 

$172,624  76.11% 

Line 

$157,695  69.53% 

Systemwide 

$14,483  6.39% 

Support  Facilities 
$446  0.19% 


$11,753  5.19% 
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Daily  On*Time 
Performance 


Thousands 
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BART  patronage 
for  fiscal  year 
1997  totaled 
75,871750 
passenger  trips, 
compared  to 
72,446,572  for 
fiscal  year  1996. 


Performance 

Highlights 


Weekday  passenger  trips  for  fiscal  1997  averoged 
260,543,  up  nearly  12,000  or  4 percent  from  an 
average  248,669  trips  in  fiscal  1996.  Annual  pos- 
senger  miles  totaled  967,427,593,  up  5 million  or 
5 percent  from  fiscal  1996's  917,396,455  miles. 
Ridership  for  peak  commute  decreased  slightly  to 
46.79  percent  from  46.99  percent  in  fiscal  1996, 
while  off-peak  patronage  increased  slightly  to 
53.21  percent  from  53.01  percent  in  fiscal  1996. 

Net  passenger  revenue  was  up  approximately 
$25  million  to  $149,464,741  from  $123,691,284 
in  fiscal  1996,  for  a 20  percent  increase.  Total 
operating  revenue  totaled  $164,125,516,  up  some 
$27  million  or  nearly  20  percent  over  fiscal 
1996's  $136,926,808  in 
total  operating  revenue. 
Approximately  $14.6  mil- 
lion came  from  other 
sources  of  income  than 
passenger  revenue,  in- 
cluding advertising  and 
interest  income.  Net  oper- 
ating expenses  totaled 
$267,736,984,  up  9 per- 
cent from  $244,262,400  in  fiscal  1996.  BART 
funded  55.83  percent  of  its  FY97  net  operating 
i I expenses  from  net  passenger  revenue,  compared 
to  50.64  percent  the  previous  yeor.  The  District's 
objective  is  to  fund  no  less  than  50  percent  of  its 


net  operating  expense  from  operating  revenue. 
The  operating  ratio  of  61.3  percent  for  FY97  relates 
total  operating  revenue  to  total  net  operating 
expense.  We  obviously  met  our  objective  in  FY97 
and  continue  to  move  in  the  right  direction  in 
terms  of  net  revenue  to  expenses. 

Net  rail  passenger  revenue  per  passenger  mile 
was  $0.15  compared  to  $0.13  for  FY96.  Rail  oper- 
ating cost  per  passenger  mile  was  $0.26,  nearly 
identical  to  FY96's  $0,255  or  $0.26. 

Besides  funds  from  passenger  fares,  interest 
income,  concession,  advertising  and  other  sources, 
BART  received  $105,054,808  in  revenue  from  75 
percent  of  the  one-half  cent  transit  sales  tax  and 
$12,769,468  in  property  tax  from  the  three  BART 
counties,  along  with  $1,243,599  in  locol  funds  and 
$264,873  in  state  financial  assistance. 

BART  also  received  $29,929,086  in  sales  tax 
from  our  three  counties  and  $45,806,093  in  prop- 
erty tax  for  the  payment  of  the  principal  and 
interest  due  on  its  bond  obligations. 

These  numbers  present  BART  as  a forward- 
moving  agency,  meeting  tbe  transit  and  customer 
services  challenges  presented  to  our  world  class 
organization.  As  we  move  into  FY98  and  proceed 
with  our  extension  to  tbe  San  Francisco  Internation- 
al Airport,  we  look  forward  to  continued  outstand- 
ing financial  and  ridersbip  performance. 


Performaiue 

FY  1997 

FY  1996 

Rail  Ridership 

Annual  passenger  trips 

75,871,750 

72,446,572 

Average  weekday  trips 

260,543 

248,669 

Average  trip  length  (miles) 

12.75 

12.66 

Annual  passenger  miles 

967,427,593 

917,396,455 

Daily  train  on-time  performance 

92.10% 

90.32% 

System  utilization 

28.62% 

29.32% 

End-of-period  rotios;  Peak  patranage 

46.79% 

46.99% 

Off-peak  patronage 

53.21% 

53.01% 

Operations 

Annual  revenue  car  miles 

48,523,158 

44,877,306 

Unscheduled  train  removals — average  per  revenue  day 

2.17 

2.60 

4:00  a.m.  car  availability 

79.8% 

76.1% 

Passenger  accidents  per  million  passenger  trips 

10.83 

12.33 

Passenger  crimes  per  million  passenger  trips 

57.40 

64.95 

Financial 

Net  passenger  revenue 

$ 149,464,741 

$ 123,691,284 

Other  operating  revenue 

$ 14,660,775 

$ 13,235,524 

Total  operating  revenue 

$ 164,125,516 

$ 136,926,808 

Net  operating  expenses 

$ 267,736,984 

$ 244,262,400 

System  farebox  ratia  (net  passenger  revenue  to  net  operating  expense) 

55.83% 

50.64% 

System  aperating  ratio  (total  operating  revenue  to  total  operating  expense) 

61.30% 

56.06% 

Net  rail  passenger  revenue  per  passenger  mile 

$ 0.15 

$ 0.13 

Rail  aperating  cost  per  passenger  mile 

$ 0.26 

$ 0.26 

Net  average  rail  passenger  fare  (including  FastPass) 

$ 1.95 

$ 1.69 
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San  Francisco  Bay  Area  Rapid  Transit 
District  (BART) 

Headquarters  in  Oakland,  Califarnia 
800  Madison  Street,  P.O.  Box  12688 
Oakland,  CA  94604-2688 
(510)464-6000 

Established  in  1957  by  the  California  State  Legislature. 
Authorized  to  plon,  finance,  construct,  and  operate  rapid 
transit  system. 

Governed  by  a Board  of  Directors  elected  for  four-year 
terms  by  voters  in  nine  election  districts  within  the 
counties  of  Alameda,  Contra  Costo  and  San  Francisco. 


Board  of  Directors  - Fiscal  Year  1997 

President  - Margaret  K.  Pryor,  Oakland 
Vice  President  - James  Fang,  San  Francisco 

Members  of  the  Board 

District#!  - Dan  Richard,  Orinda 
District  #2  - Joel  Keller,  Antioch 
District  #3  - Roy  Nakodegawa,  Berkeley 
District  #4  - Margaret  K.  Pryor,  Oakland 
District  #5  - Sherman  Lewis,  Hayward/ 

Peter  Snyder,  Dublin 
District  #6  - Thomas  Blalock,  Fremont 
District#/  - Willie  B.  Kennedy,  San  Francisco 
District  #B  - James  Fang,  San  Francisco 
District  #9  - Michael  Bernick,  San  Francisco/ 
Tom  Radulovich,  San  Francisco 

Board-Appointed  Officers 

Thomas  E.  Margro,  General  Manager 
Sherwood  Wakeman,  General  Counsel 
Alvan  Teragowachi,  ControllerAreasurer 
Phillip  0.  Ormsbee,  District  Secretary 


Executive  Managers  Reporting  to 
the  General  Manager 
Dorothy  W.  Dugger,  Deputy  General  Manager 
James  T.  Gallagher,  Assistant  General  Manager, 
Operations 

Larry  T.  Williams,  Assistant  General  Manager, 
Administration 

Ann  Branston,  Executive  Manager, 

Budget  & Project  Mongement 
Murray  Bond,  Executive  Manager,  External  Affairs 
P.  Takis  Salpeas,  Executive  Manager, 

West  Bay  Extensions 
Gary  LaBonte,  Executive  Manager, 

Transit  System  Development 
Harold  E.  Taylor,  Chief  of  Police 
John  Mack,  Office  of  Civic  Rights 


Design;  Design  Angles,  San  Froncisco 
Editor:  BART  Public  Affairs 
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Mr.  Margro's  Message 

This  past  year  for  BART  was  mo- 
mentous in  many  ways.  We  mark- 
ed our  25th  year  of  service  to  the 
people  of  the  San  Francisco  Bay 
Area  with  a clear  vision  for  the 
next  quarter  century  in  the  sys- 
tem's evolution.  While  the  sys- 
tems seiA'ice  was  interrupted  by  a 
six-day  strike  in  September  1997, 
public  confidence  in  BART  re- 
turned quickly.  Today,  we  are  set- 
ting ridership  records  as  more 
and  more  people  come  to  depend 
on  the  system.  We  made  impor- 
tant progress  in  the  much  antici- 
pated San  Franci.sco  International 
Airport  extension.  Several  new 
stations  were  brought  on  line  in 
recent  years,  and  their  operations 
were  successfully  integrated  into 
our  overall  system  during  the  year. 
We  saw  the  completion  of  a mod- 
el housing  development  affiliat- 
ed with  a BART  station,  the  first 
of  several  joint  development/part- 
nerships at  other  BART  stations. 
Our  10-year  system-wide  renova- 
tion program  was  on  track  to  re- 
furbish stations,  trains  and  other 
parts  of  our  complex  infrastruc- 
ture — all  with  the  goal  of  contin- 
uing to  provide  quality,  reliable 
mass  transit  service  for  a good 
value  to  a region  that  is  increas- 
ingly dependent  on  alternative 
transportation  modes  to  the  auto- 
mobile. We  clearly  could  not  have 
accomplished  our  goals  without 
the  hard  work  and  dedication  of 
BART  employees  who  bring  a 
multitude  of  disciplines  to  the 
complex  business  of  making  the 
system  work  day  in  and  day  out. 

25th  Anniversary 

No  one  would  disagree  that  the 
BART  system  was  a pioneer  of 
the  modern  mass  transportation 
era.  It  was,  of  course,  the  first  rail 
rapid  transit  system  built  in  the 
United  .States  in  almost  60  years, 


BART  is  still  one  of  — if  not  the  — 
largest  lotally  funded  publit  works  projett 
in  the  history  of  the  United  States. 

- Thomas  f.  Margro,  General  Manager 


and  heralded  as  the  new  “space 
age"  system  that  would  lead  the 
way  to  the  21st  century.  In  fact, 
many  other  transit  systems  have 
emulated  BART,  including  the 
metropolitan  Atlanta  and  Wash- 
ington, D.C.,  transit  systems.  In 
recognition  for  our  system’s  in- 
novations, the  American  Society 
of  Mechanical  Engineers  named 
BART  a National  Historic  Me- 
chanical Engineering  Landmark 
during  the  year. 

It’s  hard  to  believe  that  when 
BART  opened  its  first  leg  of  the 
71.5-mile  system  in  September 
1972  the  eight  two-car  trains  that 
were  operating  carried  about 
100,000  people  that  first  week. 
Since  then  the  system  has  carried 
1.4-billion  riders  more  than  17 
billion  passenger  miles.  The  sys- 
tem has  since  grown  to  95  miles 
and  39  stations.  We  are  a far  cry 
from  the  opening  day  ridership  of 
12,000.  Today,  system  ridership  is 
averaging  286,000  riders  a day. 

From  the  beginning,  BART 
leaders  knew  the  system  had  to 
expand  to  evolve  as  the  Bay 
Area’s  major  “trunk  line”  trans- 
portation provider.  After  the  Em- 
barcadero  Station  opened  in  1976, 
it  was  almost  20  years  before  an- 
other station  would  be  added  — 
first  the  North  Concord/Martinez 
Station  in  1995,  followed  by 
Colma  and  Pittsburg/Bay  Point 
in  1996,  and  Dublin/Pleasanton 
and  Castro  Valley  in  1997.  Those 
openings,  and  subsequent  opera- 
tions, have  gone  smoothly,  and 
they  are  testimony  to  the  resili- 
ence of  our  system  and  the  vision 
of  our  entire  institutional  family 
— board  members,  management, 
unionized  employees,  public  offi- 
cials. and  the  general  public.  Now 
we  are  working  on  the  San  Fran- 
cisco International  Aiiport  exten- 
sion with  additional  stations  in 
South  San  Francisco,  San  Bmno 
the  Airport  and  Millbrae,  which 


will  link  BART  riders  for  the  first 
time  with  CalTrain  service  to  the 
peninsula  and  the  San  Jose  area. 

Clearly,  the  BART  system,  be- 
gun relatively  modestly  more  than 
25  years  ago,  is  growing  to  meet 
the  mass  transportation  needs  of 
our  region  today  and  tomorrow. 

Our  Employees:  Serving 
All  Our  Customers 

The  work  stoppage  our  system  ex- 
perienced in  September  of  1997 
was  unfortunate,  but  the  BART 
board  of  directors  and  the  leader- 
ship of  our  bargaining  units  re- 
solved their  differences  in  an  ex- 
peditious manner.  The  result  was 
a new  four-year  agreement  that 
assures  the  public  of  labor  stabil- 
ity. In  the  meantime,  we  continue 
to  work  with  the  union  leader- 
ship to  bring  about  an  improved 
working  relationship  for  a com- 
mon goal. 

During  the  year,  our  employ- 
ees continued  to  go  beyond  the 
call  of  duty  to  demonstrate  extra- 
ordinary civic-mindedness.  In  No- 
vember of  1997,  BART  employ- 
ees led  a community  food  drive 
in  conjunction  with  food  banks 
in  Alameda,  Contra  Costa,  San 
Francisco  and  San  Mateo  coun- 
ties to  benefit  tens  of  thousands  of 
people  throughout  the  Bay  Area. 
When  our  region  was  hit  hard 
with  rainstorms,  some  BART  em- 
ployees volunteered  during  their 
lunch  hours  to  fill  sandbags  that 
were  used  to  thwart  flooding 
streets  in  Oakland.  And  speaking 
of  employees,  we  were  filled  with 
pride  again  this  year  when  our 
maintenance  team  won  first  place 
for  the  second  yeai'  in  a row  in  the 
American  Public  Transit  Associa- 
tion’s national  rodeo  competition. 
The  team’s  success  underscores 
our  view  that  BART’s  mainte- 
nance program  is  second  to  none 
in  the  industry. 


Our  motto  is  to  I , 
everyone  who  asks 
"No"  is  not  on  acce 
answer.  We  cannot  ( 
provide  the  solutio 
we  can  help  you  fin 
- Barbara  Petty, 
Transit  Information  Cent 


We  consider  evei 
print  request  impoi 
so  we  take  pride 
making  sure  the  Dis' 
needs  are  met. 
No  |oh  is  too  smo 


- Roger  Johnson, 

BART  Copy  Center 
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»rmalion  is  power, 
lers  deserve  to  know 
is  happening  at  all 
mes  as  they  ride 
system.  As  soon  as 
[now,  they'll  know. 

>ris  Smith  & Alex  Serrano, 


'onsportalion  (Operations) 


|s  can  get  busy  and 
ke  to  take  care  of 
luests,  that's  my  job, 
it  some  problems 
>ed  time  to  solve. 

- Ellie  Door, 
Communications 


Thank  you  for  your  tommitment  to  operating  one  of  the 
finest  puhIU  rail  transportation  agenties  in  the  USA.  I salute 
your  su<€ess  and  look  forward  to  tontinuing  our  progress. 


BART  to  San  Francisco 
Airport 

The  long  awaited  BART  exten- 
sion to  the  San  Francisco  Interna- 
tional Airport  saw  some  important 
milestones  during  the  fiscal  year 
report  period.  On  November  3, 
1997,  with  site  preparation  and 
utility  relocation  already  under- 
way, ground  was  officially  broken 
at  the  airport,  and  then  at  the  Mill- 
brae  Station  site  the  following 
May.  Construction  work  was  be- 
gun on  the  main  line  and  Millbrae 
Station  this  past  summer. 

The  BART/SFO  Extension  is  a 
partnership  among  BART,  Sam- 
Trans,  the  Federal  Transit  Ad- 
ministration, San  Francisco  Inter- 
national Airport,  the  California 
Transportation  Commission  and 
the  Metropolitan  Transportation 
Commission.  The  8.7-mile  project 
consists  of  about  7.5  miles  of  new 
mainline  track  extending  south 
from  Colma  to  Millbrae  with  an 
additional  1.2  miles  of  track  run- 
ning east-west  serving  the  airport. 
Most  of  the  new  line  will  be 
built  underground  with  subway 
stations  planned  in  South  San 
Francisco  and  San  Bruno.  The 
airport  station  will  be  elevated  and 
linked  to  the  departure  level  of 
SFO’s  new  International  Terminal. 
BART’S  new  mainline  station  in 
Millbrae  will  be  built  so  that  it 
will  permit  easy  cross-platform 
transfers  with  CalTrain.  The  new 
line  is  scheduled  to  be  completed 
by  the  end  of  December  2001.  The 
project  is  being  built  with  local, 
state  and  federal  funds,  including 
a $750  million  grant  from  the 
Federal  Transit  Administration. 

System-Wide  Renovation 
Program 

We  are  now  three  years  into  our 
10-year  comprehensive  system- 
wide  renovation  program.  By  the 
end  of  the  fiscal  year,  we  had 
reached  a level  of  beginning  more 


than  63  percent  of  the  $1.1  billion 
program.  More  than  $500  million 
in  contracts  has  been  awarded 
for  a wide  range  of  renovation 
projects  with  more  work  in  the 
pipeline.  We  replaced  19  heavy- 
duty  street-to-concourse  escala- 
tors at  the  most  heavily  used  San 
Francisco  stations  (Embarcadero, 
Montgomery,  Powell,  Civic  Cen- 
ter, 24th  Street,  and  16th  Street). 
Renovation  of  the  remaining  120 
escalators  in  the  original  34  sta- 
tion BART  system  should  be  com- 
pleted by  the  end  of  the  year  2000. 
Elevators  at  11  of  the  system’s  20 
“key  stations”  have  been  partially 
or  fully  remodeled.  Pictograms 
and  tactile  signs  in  Braille  and 
raised  letters  have  been  installed 
at  all  20  key  stations  to  comply 
with  requirements  of  the  Ameri- 
cans with  Disabilities  Act.  We 
also  added  fare  gates  at  some  of 
our  busiest  stations  to  ease  con- 
gestion. Those  stations  included 
the  12th  Street/City  Centre  in  Oak- 
land which  had  seen  a marked 
increase  in  traffic  due  to  the  twin- 
tower  Federal  Building  and  the 
recent  opening  of  the  UC  Admin- 
istration Offices;  also  Embarca- 
dero, Montgomery,  Pleasant  Hill 
and  El  Cerrito  Del  Norte  stations. 
Work  has  been  completed  at  eight 
BART  stations  to  give  them  re- 
newed sparkle,  and  renovation  is 
under  way  at  eight  more  stations. 
Eventually,  all  34  original  BART 
stations  will  be  restored.  Another 
phase  of  the  renovation  program 
is  the  development  and  eventual 
installation  of  a new  “Advanced 
Automatic  Train  Control”  system. 
When  completed,  the  new  train 
control  system  will  allow  for 
closer  spacing  between  trains 
and  thus  increase  overall  passen- 
ger capacity  during  peak  periods, 
particularly  through  the  trans- 
bay tube. 


The  cornerstone  of  our  renova- 
tion program  is  the  complete  res- 
toration of  the  original  fleet  of  439 
BART  cars.  Each  has  chalked  up 
more  than  one  million  miles  — 
some  even  more  than  two  million 
miles  — in  the  quarter  century 
since  BART  began  operations.  We 
have  already  replaced  the  seats, 
carpeting  and  lighting  to  100  of 
the  original  fleet  of  cars  in  ad- 
vance of  full  renovation.  The  first 
of  these  newly  outfitted  vehicles 
rolled  back  into  service  in  the  fall 
of  1997.  Meanwhile,  six  to  eight 
fully  renovated  cars  are  expect- 
ed to  be  returned  to  service  every 
month  through  the  year  2002. 
Renovating  the  core  system  and 
introducing  the  latest  electronic 
and  mechanical  technology  will 
make  BART  more  reliable  and 
better  able  to  serve  the  growing 
population  of  the  Bay  Area. 

BART  is  providing  $200  mil- 
lion for  the  renovation  work, 
while  the  Metropolitan  Transpor- 
tation Commission  has  agreed  to 
contribute  $450  million  in  fed- 
eral, state  and  regional  funds  for 
the  first  phases  of  the  overall 
program.  We  will  need  to  iden- 
tify additional  funding  sources 
to  complete  the  program. 

Station  Development 
Program 

In  our  continuing  efforts  to  be  a 
responsible  partner  with  the  local 
communities  that  we  serve,  BART 
was  engaged  in  development  pro- 
jects at  four  stations  during  the 
past  fiscal  year.  The  first  housing 
development  at  a BART  station 
was  completed  in  spring  of  1998 
at  the  Castro  Valley  Station.  The 
development  was  a joint  project 
between  BART,  BRIDGE  Housing 
Corp.  and  Alameda  County.  The 
project  includes  96  units  of  affor- 
dable housing  and  the  renovation 
of  the  historic  Strobridge  House 
into  three  senior  apartments,  and  a 
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I'm  one  of  many 
mechanics  who 
make  sure  the  vehicles 
go  back  into 
service  as  soon 
as  possible. 

- James  Lee, 

Automotive  Mechanic 


Most  people 
don't  see  the  inner 
workings  at  BART. 

- Bob  Burroughs, 

Machinist 


BART  police  facility.  The  develop- 
ment saw  100  percent  occupancy 
before  it  was  completed. 

The  successful  completion  of 
the  Castro  Valley  Station  develop- 
ment is  a precursor  of  other  joint 
developments  to  come.  We  are 
part  of  a task  force  of  public  and 
private-sector  partners  that  is 
studying  potential  development  at 
and  around  the  El  Cerrito  Del 
Norte  Station.  The  task  force  was 
established  by  the  El  Cerrito  Re- 
development Agency,  which  is 
supporting  the  planning  effort 
along  with  BART  and  AC  Transit. 

For  several  years,  BART  has 
been  a partner  in  helping  develop 
the  Fruitvale  BART  Transit  Vil- 
lage Project  in  Oakland,  in  part- 
nership with  the  Spanish  Speak- 
ing Unity  Council.  The  Federal 
Transit  Administration  helped 
initiate  the  project  four  years  ago 
with  a $470,000  grant  and  com- 
mitted a significantly  larger  grant 
to  build  a child-care  facility  for 
Head  Start  and  private  day  care 
at  the  future  transit  village.  The 
child-care  facility  is  expected  to 
be  completed  in  late  1999  and  will 
consists  of  a 165,000  square-foot 
development,  which  also  includes 
La  Clinica  de  la  Raza  medical  fa- 
cility, an  Oakland  library  branch, 
a senior  center,  community  re- 
source center,  pedestrian  plaza 
and  an  intermodal  transit  station. 
When  the  full  transit  village  pro- 
ject is  completed  by  about  2005, 
it  will  also  offer  housing,  offices, 
retail  stores  and  restaurants. 

BART  is  also  evaluating  pro- 
posals to  develop  a West  Dublin/ 
Pleasanton  Station  with  private 
sector  funding.  The  development 
would  also  include  a hotel  and 
convention  center  and  other  po- 
tential commercial  sites  using 
BART  air  rights.  This  is  another 
example  of  the  great  potential  of 
how  a public-private  partnership 
could  provide  private  dollars  to 
enhance  the  services  offered  by 
a public  agency  like  BART. 


Customer  Service 

Safe  and  reliable  train  service  to 
our  customers  is  our  highest  pri- 
ority. Throughout  the  year,  we 
enhanced  our  customer  service  in 
many  ways.  We  improved  access 
to  BART  for  bicyclists  by  elimi- 
nating bicycle  permits  and  allow- 
ing bicyclists  to  board  the  rear  of 
every  car  on  the  train  except  the 
first  car  during  hours  of  the  morn- 
ing and  evening  commutes. 

We  also  added  82  all  day  park- 
ing spaces  at  the  Dublin/Pleasan- 
ton Station  parking  lot  to  encour- 
age use  of  BART  trains  rather  than 
private  vehicles  on  our  increasing- 
ly congested  roads. 

Public  Safety 

To  make  our  system  as  safe  as 
possible,  we  made  significant  se- 
curity improvements.  We  installed 
225  9-1-1  Emergency  Call  Boxes 
at  29  BART  Station  parking  lots 
and  Park  & Ride  lots.  The  9-1-1 
Emergency  Call  Boxes  are  mount- 
ed on  light  poles  in  the  parking 
lots  and  are  bright  yellow  for  easy 
spotting.  When  the  handset  on  the 
call  box  is  lifted,  an  emergency 
call  is  automatically  placed  at 
BART  Police  Dispatch,  indicating 
the  station  and  location  of  the 
phone.  BART  police  and  other 
emergency  services  are  dispatch- 
ed in  response  to  each  call.  Other 
security  improvements  include 
the  use  of  brilliant,  high-pressure 
sodium  lights  that  offer  three 
times  the  brightness  of  old  lights 
in  BART  parking  lots.  In  addition, 
BART  police  this  past  year  de- 
centralized operations,  establish- 
ing zoned  police  facilities  on  each 
line.  This  brings  them  closer  to 
riders  in  various  communities 
BART  serves. 

A major  success  story  has 
been  the  efforts  of  the  BART  Po- 
lice TAG  Team,  a special  force  of 
undercover  officers  created  to 
eradicate  graffiti  on  BART  trains 
and  stations.  The  TAG  Team  made 
numerous  arrests,  and  we've 
received  thousands  of  dollar’s  in 
restitution  from  those  convicted  of 


graffiti  and  other  acts  of  vandal-^ 
ism.  Graffiti  and  vandalism  costs  i 
the  system  more  than  $1.6  millioi  i 
annually. 

Budget 

I am  pleased  to  report  that  the 
year  ended  with  a $10  millioi 
budget  savings  which  has  beei  ' 
reinvested  in  the  systems’s  capi- 
tal improvement  program.  This 
is  one  of  the  most  significan 
budget  savings  ever  achieved  bj 
the  District  in  its  25  year  operat- 
ing history. 

Our  balanced  budget  for  the 
new  fiscal  year  reflects  the  needs 
and  expectations  of  our  customen 
and  employees  for  safe,  efficien 
rapid  rail  service  that  links  botl 
sides  of  the  San  Francisco  Bay 
The  budget  also  launches  us  into 
our  second  quarter-century  of  ser- 
vice to  the  people  of  the  Bay  Area 
and  allows  us  to  enhance  the 
quality  of  our  service.  We  are  now 
well  poised  to  expand  service  in 
the  coming  millennium. 

One  sign  of  the  great  confi-^ 
dence  in  BART  as  an  institute,  as 
well  as  the  BART  system,  was) 
shown  by  investors  who  bought! 
approximately  $350  million  in  i 
revenue  bonds  issued  by  BART;  , 
in  March  1998.  This  issuance  of 
bonds  saved  BART  more  than  $16 
million  in  interest  over  the  next> 
22  years.  Proceeds  of  the  bond 
sale  will  go  toward  funding  a 
portion  of  the  our  system’s  reno-; 
vation  program. 

Overall,  last  year  was  one  of 
significant  progress  in  preparingl  | 
the  system  to  meet  the  challeng-^l 
es  of  the  millennium.  While  new 
technology  will  play  a major  role 
in  the  years  to  come,  its  the  peo- 
ple at  BART  who  keep  it  all  on 
track,  day  in  and  day  out.  We 
look  forward  to  continue  meet-j 
ing  the  mass  transportation  needs| 
of  the  region  with  high  quality, 
reliable  service. 
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333  Market  Street 
San  Francisco  CA  94105-2119 
Telephone  (415)  957  3000 
Facsimile  (415)  957  3394 
(415)957  3372 


Report  of  Independent  Accountants 


September  25, 1998 

To  the  Board  of  Directors  of  San  Francisco 
Bay  Area  Rapid  Transit  District: 

We  have  audited  the  accompanying  balance  sheets  and  the  related  statements  of  revenues  and  expens- 
es, changes  in  fund  equity,  and  cash  flows  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  (the 
District)  as  of  June  30, 1998  and  1997  and  for  the  years  then  ended.  These  financial  statements  are  the 
responsibility  of  the  District’s  management.  Our  responsibility  is  to  express  an  opinion  on  these  fi- 
nancial statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing  standards  and  Government 
Auditing  Standards,  issued  by  the  Comptroller  General  of  the  United  States.  Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  state- 
ments are  free  of  material  misstatement.  An  audit  includes  examining,  on  a test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing 
the  accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  statement  presentation.  We  believe  that  our  audits  provide  a reasonable  basis  for 
our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the 
financial  position  of  the  San  Francisco  Bay  Area  Rapid  Transit  District  as  of  June  30,  1998  and  1997, 
and  the  results  of  its  operations  and  its  cash  flows  for  the  years  then  ended  in  conformity  with 
generally  accepted  accounting  principles. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  reports  dated  September  25, 
1998,  on  our  consideration  of  the  District’s  internal  control  structure  and  on  its  compliance  with  laws 
and  regulations. 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Balance  Sheets 

June  30,  1998  and  1997 


(Restated) 


Dollars  in  ihousonds 

1998 

1997 

Assets 
Current  assets: 

Cash  and  cash  equivalents 

$ 95,553 

$ 88,404 

Investments 

2,350 

3,882 

Total  cash,  cash  equivalents  and  investments  (including  restricted 
cash  and  investments  of  $5,349  in  1998  and  $4,963  in  1997) 

97,903 

92,286 

Deposits  held  by  trustee  - restricted 

34,122 

78,620 

Capital  grants  and  contributions  receivable  - restricted 

97,584 

84,931 

Other  receivables 

11,819 

11,695 

Materials  and  supplies 

24,371 

20,852 

Total  current  assets 

265,799 

288,384 

Restricted  and  designated  cash  and  investments: 
Investments  for  capital  purposes 

262,350 

149,535 

Board  designated  investments 

17,152 

17,200 

Facilities,  property  and  equipment,  net 

3,243,653 

3,090,057 

Other  receivables 

36,276 

39,431 

Total  assets 

$ 3,825,230 

$ 3,584,607 

Liabilities  and  Fund  Equity 

Current  liabilities: 

Current  portion  of  long-term  debt 

$ 53,620 

$ 137,030 

Payroll  and  other  liabilities 

90,195 

79,241 

Current  portion  of  self-insurance  liabilities 

8,720 

7,486 

Unearned  passenger  revenue 

3,768 

3,890 

Current  portion  of  capital  lease  liability 

3,154 

3,154 

Total  current  liabilities 

159,457 

230,801 

Contracts  payable  - restricted  assets 

46,021 

30,598 

Self-insurance  liabilities 

21,952 

16,763 

Long-term  debt,  net  (including  deferred  charges  on  early  bond 
retirement  of  $7,146  in  1998) 

516,528 

386,151 

Long-term  portion  of  capital  lease  liability 

36,276 

39,431 

Total  liabilities 

780,234 

703,744 

Commitments  and  contingencies  (Note  12 ). 

Fund  equity: 

Contributed  capital 

2,048,132 

1,920,048 

Retained  earnings 

996,864 

960,815 

Total  fund  equity 

3,044,996 

2,880,863 

Total  liabilities  and  fund  equity 

$ 3,825,230 

$ 3,584,607 

Tlw  accompanyinfi  notes  are  an  inlei>ral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Revenues  and  Expenses 

for  the  years  ended  June  30,  1998  and  1997 


(Restated) 


Dollars  in  thousands 

1998 

1997 

Operating  revenues: 

Fares 

Other  (including  investment  income  and  net  change  in  fair  value  of  investments) 

$ 163,098 

15,261 

$ 149,465 

13,526 

Total  operating  revenues 

178,359 

162,991 

Operating  expenses: 


Transportation 

86,696 

86,517 

Maintenance 

122,537 

108,366 

Police  services 

22,418 

19,470 

Construction  and  engineering 

12,771 

11,178 

General  and  administrative 

81,759 

72,122 

Depreciation  and  amortization 

60,549 

56,654 

Total  operating  expenses 

386,730 

354,307 

Less  capitalized  costs 

(29,969) 

(29,916) 

Net  operating  expenses 

356,761 

324,391 

Operating  loss 

( 178,402) 

(161,400) 

Nonoperating  income  (expense): 

Transactions  and  use  tax  (sales  tax) 

144,675 

134,984 

Property  tax 

59,934 

58,576 

State  financial  assistance 

1,075 

265 

Local  financial  assistance 

588 

1,244 

Other  investment  income 

9,396 

5,607 

Interest  expense 

(27,190) 

(31,356) 

Other  expense,  net 

(754) 

(683) 

Total  nonoperating  income,  net 

187,724 

168,637 

Net  income 

$ 9,322 

$ 7,237 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Changes  in  Fund  Equity 

for  the  yeors  ended  June  30,  1998  and  1997 


Dollars  in  thousands 

Contributed 

Capital 

Retained 

Earnings 

Total 
Fund  Equity 

Balances,  June  30,  1996  (restated) 

$ 1789,506 

$ 928,972 

$ 2,718,478 

Net  income  (restated) 

Other  additions  (deductions): 

— 

7,237 

7,237 

Conuibuted  capital 

155,148 

— 

155,148 

Depreciation  of  assets  acquired  with  contributed  capital 

(24,606) 

24,606 

- 

Balances,  June  30,  1997  (restated) 

1,920,048 

960,815 

2,880,863 

Net  income 

— 

9,322 

9,322 

Other  additions  (deductions): 

ConUibuted  capital 

154,811 

154,811 

Depreciation  of  assets  acquired  with  contributed  capital 

(26,727) 

26,727 

- 

Balances,  June  30,  1998 

$2,048,132 

$ 996,864 

$ 3,044,996 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Statements  of  Cash  Flows 

for  the  years  ended  June  30,  1998  and  1997 


(Restated) 


Dollars  in  thousands 

1998 

1997 

Cash  flows  from  operating  activities: 

Operating  loss 

$ (178,402) 

$ (161,400) 

Less  investment  income  included  in  operating  revenue 

(9,956) 

(9,267) 

Operating  loss  excluding  investment  income 

(188,358) 

(170,667) 

Adjustments  to  reconcile  operating  loss  to  net  cash  used  in  operating  activities: 

Depreciation  and  amortization  of  deferred  charges 

61,388 

56,654 

Net  effect  of  changes  in: 

Receivables 

(12,777) 

23,522 

Materials  and  supplies 

(3,519) 

(373) 

Payroll  and  other  liabilities 

10,954 

(939) 

Self-insurance  liabilities 

6,423 

1,675 

Unearned  passenger  revenue 

(122) 

1,096 

Net  cash  used  in  operating  activities 

(126,011) 

(89,032) 

Cash  flows  from  noncapital  financing  activities: 

Transactions  and  use  tax  received 

117,129 

105,055 

Property  tax  received 

13,358 

12,769 

Financial  assistance  received 

1,663 

1,509 

Net  cash  provided  by  noncapital  financing  activities 

132,150 

119,333 

Cash  flows  from  capital  and  related  financing  activities: 

Transactions  and  use  tax  received 

27,546 

29,929 

Property  tax  received 

46,576 

45,806 

Interest  paid  on  debt 

(25,380) 

(29,661) 

Capital  grants  received 

154,811 

155,149 

Principal  paid  on  long-term  debt 

(299,912) 

(53,765) 

Proceeds  from  issuance  of  sales  tax  revenue  bonds 

348,510 

— 

Issuance  costs  for  sales  tax  revenue  bonds 

(4,824) 

— 

Expenditures  for  facilities,  property  and  equipment 

(200,077) 

(218,953) 

Other,  net 

125 

24 

Net  cash  provided  by  (used  in)  capital  and  related  financing  activities 

47,375 

(71,471) 

Cash  flows  from  investing  activities: 

Proceeds  from  sale  and  maturity  of  investments 

700,980 

759,285 

Purchase  of  investments 

(766,332) 

(730,859) 

Interest  on  investments 

18,977 

19,228 

Net  cash  provided  by  (used  in)  investing  activities 

(46,365) 

47,654 

Net  increase  in  cash  and  cash  equivalents 

7,149 

6,484 

Cash  and  cash  equivalents,  beginning  of  year 

88,404 

81,920 

Cash  and  cash  equivalents,  end  of  year 

$ 95,553 

$ 88,404 

Noncash  investing  capital  and  financing  activity: 

Insubstance  defeasance  of  debt 

$ 155,115 

— 

Defferred  charges  on  early  bonds  retirement 

$ 7,767 

- 

The  accompanying  notes  are  an  integral  part  of  these  financial  statements 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  (Dollars  in  thousands) 


1.  Significant  Accounting  Policies 

Description  of  Reporting  Entity 

The  San  Francisco  Bay  Area  Rapid  Transit  District  (the  District)  is  a 
public  agency  created  by  the  legislature  of  the  State  of  California  in 
1957  and  regulated  by  the  San  Francisco  Bay  Area  Rapid  Transit 
District  Act,  as  amended,  and  subject  to  transit  district  law  as  codi- 
fied in  the  California  Public  Utilities  Code.  The  disbursement  of 
funds  received  by  the  District  is  controlled  by  statutes  and  by  provi- 
sions of  various  grant  contracts  entered  into  with  federal,  .state  and 
local  agencies. 

The  District  has  defined  its  financial  reporting  entity  in  accordance 
with  Government  Accounting  Standards  No.  14,  which  states  that  the 
financial  reporting  entity  should  consist  of  (a)  the  primary  govern- 
ment, (b)  the  organizations  for  which  the  primary  government  is  fi- 
nancially accountable,  and  (c)  the  other  organizations  for  which  the 
nature  and  significance  of  their  relationship  with  the  primaiy  govern- 
ment are  such  that  exclusion  would  cause  the  reporting  entity’s  finan- 
cial statements  to  be  misleading  or  incomplete.  Based  on  this  defini- 
tion. the  financial  statements  of  the  District  (the  primary  government) 
include  those  of  the  Transit  Financing  Authority  (the  Authority),  a 
component  unit. 

Basis  of  Accounting  and  Presentation 

The  accrual  basis  of  accounting  is  used  by  the  District.  Under  this 
method,  revenues  are  recognized  when  earned  and  expenses  are 
recognized  when  they  are  incurred. 

The  financial  statements  of  the  Di.strict  are  presented  as  an  enterprise 
fund  and  are  accounted  for  in  separate  funds,  principally  the  Operat- 
ing Fund,  Construction  Fund  and  Debt  Service  Fund.  Such  funds  are 
combined  for  financial  reporting  purposes  in  order  to  present  the  fi- 
nancial position  and  results  of  operations  of  the  District  as  a whole. 

Cash  and  Cash  Equivalents 

The  District  considers  all  highly  liquid  investments  with  a maturity  of 
three  months  or  less  when  purchased  to  be  cash  equivalents.  Deposits 
held  by  trustee  and  investments  restricted  for  Board  designated  pur- 
poses are  treated  as  investments. 


Investments 

Investments  are  stated  at  fair  value.  As  a matter  of  policy,  the  District 
holds  investments  until  their  maturity. 

Deposits  Held  by  Trustee 

Deposits  held  by  trustee,  consisting  of  cash  and  investments,  are  held 
by  trustee  banks  in  accordance  with  the  District’s  various  bond  and 
note  indentures  and  for  general  debt  service  requirements. 

Restricted  and  Designated  Cash  and  Investments 

Certain  cash  and  investments  are  classified  as  restricted  and  designat- 
ed assets  on  the  balance  sheets  because  their  use  is  limited,  either  by 
certain  bond  covenants  or  by  the  Board  of  Directors’  designations. 
The  use  of  these  funds  is  restricted  for  use  in  construction  or  for  debt 
service  payments. 

Materials  and  Supplies 

Materials  and  supplies  consist  primarily  of  replacement  parts  for  the 
system  and  rail  vehicles.  Materials  and  supplies  are  stated  at  cost, 
which  approximates  market,  using  the  average-cost  method.  Materi- 
als and  supplies  are  expensed  as  consumed. 

Facilities,  Property  and  Equipment 

Facilities,  property  and  equipment  are  stated  at  cost  and  depreciat- 
ed using  the  straight-line  method  over  the  estimated  useful  lives  of 
the  assets.  Depreciation  expense  on  assets  acquired  with  capital 
grant  funds  is  transferred  to  contributed  capital  after  being  charged 
to  operations. 

Major  improvements  and  betterments  to  existing  facilities  and  equip- 
ment are  capitalized.  Costs  for  maintenance  and  repairs  which  do  not 
extend  the  useful  life  of  the  applicable  assets  are  charged  to  expense 
as  incurred.  Upon  disposition,  costs  and  accumulated  depreciation  are 
removed  from  the  accounts  and  resulting  gains  or  losses  are  included 
in  operations. 

The  District  capitalizes  certain  interest  income  and  expense  related  to 
tax-free  borrowings.  The  net  effect  of  such  interest  capitalization  was 
to  increase  (decrease)  expenditures  for  facilities,  propeity  and  equip- 
ment by  $1,355  and  ($3,319)  during  the  years  ended  June  30, 1998 
and  1 997,  respectively,  for  the  difference  between  interest  income  and 
interest  expen.se  from  applicable  borrowings. 

Compensated  Absences 

(’('mix-nsated  absences  are  accrued  and  reported  as  a liability  in  the 
period  earned. 
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Unearned  Passenger  Revenue 

Unearned  passenger  revenue  is  an  estimate  of  passenger  tickets  pur- 
chased which  have  not  yet  been  used. 

Contributed  Capital 

The  District  receives  grants  from  the  Federal  Transit  Administration 
(FTA)  and  other  agencies  of  the  U.S.  Department  of  Transportation, 
state,  and  local  transportation  funds  for  the  acquisition  of  transit- 
related  equipment  and  improvements.  Capital  grants  are  recognized 
as  donated  capital  to  the  extent  that  costs  under  the  grant  have  been 
incurred  and  recorded  as  assets.  Capital  grant  funds  earned,  less 
amortization  equal  to  accumulated  depreciation  of  the  related  assets, 
are  included  in  contributed  capital. 

Transactions  and  Use  Tax  (Sales  Tax)  Revenue 

State  of  California  legislation  authorizes  the  District  to  impose  a 14% 
transaction  and  use  tax  within  District  boundaries  which  is  collected 
and  administered  by  the  State  Board  of  Equalization.  Of  amounts 
available  for  distribution,  75%  is  paid  directly  to  the  District’s  trustee 
for  the  purpose  of  paying  bond  interest,  principal  and  expenses. 
Monies  not  required  for  these  purposes  are  transmitted  to  the  District. 
The  remaining  25%  is  allocated  by  the  Metropolitan  Transportation 
Commission  (MTC)  to  the  District,  the  City  and  County  of  San  Fran- 
ci.sco,  and  the  Alameda-Contra  Costa  Transit  District  for  transit  ser- 
vices. The  District  records  the  total  transactions  and  use  taxes  earned 
(including  amounts  paid  to  the  tnistee)  as  revenue. 

Property  Taxes,  Collection  and  Maximum  Rates 

The  State  of  California  Constitution  Article  Xlll.A.  provides  that  the 
general  purpose  maximum  property  tax  rate  on  any  given  property 
may  not  exceed  1%  of  its  assessed  value  unless  an  additional  amount 
for  general  obligation  debt  has  been  approved  by  voters.  Assessed 
value  is  calculated  at  100%  of  market  value  as  defined  by  Article 
Xlll.A.  and  may  be  adjusted  by  no  more  than  2%  per  year  unless 
the  property  is  sold  or  transferred.  The  State  Legislature  has  deter- 
mined the  method  of  distribution  of  receipts  from  a 1%  tax  levy 
among  the  counties,  cities,  school  districts  and  other  districts,  such  as 
the  District. 

The  District  receives  property  tax  revenues  to  meet  the  debt  service 
requirements  of  its  General  Obligation  Bonds.  The  District  also  re- 
ceives an  allocation  of  property  tax  revenues  for  transit  operations. 
San  Francisco,  Alameda  and  Contra  Costa  Counties  assess  properties 
and  bill  for,  collect,  and  distribute  property  taxes.  Property  taxes  are 
recorded  as  revenue  and  receivables,  net  of  estimated  uncollectibles, 
in  the  fiscal  year  of  levy. 

Financial  Assistance  Grants 

Financial  assistance  grants  are  accrued  as  other  revenue  in  the  period 
to  which  the  grant  applies. 


Collective  Bargaining 

Approximately  87%  of  the  District’s  employees  are  subject  to  collec- 
tive bargaining.  The  current  labor  contracts  expire  on  June  30, 2001 . 

Use  of  Estimates 

The  preparation  of  financial  statements  in  conformity  with  generally 
accepted  accounting  principles  requires  management  to  make  esti- 
mates and  assumptions  that  affect  the  reported  amounts  of  assets  and 
liabilities  and  disclosure  of  contingent  assets  and  liabilities  at  the  date 
of  the  financial  statements  and  the  reported  amounts  of  revenues  and 
expenses  during  the  reporting  period.  Actual  results  could  differ  from 
those  estimates. 


2.  Cash  and  Investments 

The  District  maintains  a cash  and  investment  pool  that  includes  cash 
and  investments  available  for  general  use  and  restricted  for  Board- 
designated  purposes. 

Deposits 

The  carrying  amount  of  the  District’s  deposits  with  banks  and  cash 
on  hand  was  $6,866  and  $4,243  at  June  30,  1998  and  1997,  respec- 
tively. The  corresponding  bank  balance  was  $10,067  and  $7,510  at 
June  30,  1998  and  1997,  respectively.  Of  the  bank  balance,  $300  and 
$236  for  1998  and  1997,  respectively,  was  insured  by  federal  deposi- 
tory insurance  or  collateralized  by  securities  held  by  the  District’s 
agent  in  the  District’s  name,  and  $9,768  (1997,  $7,274)  is  required 
by  Section  53652  of  the  California  Government  Code  to  be  collater- 
alized 110%  by  the  pledging  financial  institutions.  Such  collateral  is 
not  required  to  be  in  the  District’s  name. 

Investments 

Investments  balance  at  June  30,  1997  and  investment  income  for 
the  year  ended  June  30, 1997  have  been  restated  to  conform  with  the 
Governmental  Accounting  Standards  Board  No.  31  (GASB  31),  Ac- 
counting and  Financial  Reporting  far  Certain  Investments  and  far 
External  Investment  Pools,  which  requires  investments  to  be  record- 
ed at  fair  value  with  the  difference  between  cost  and  fair  value  re- 
corded as  an  unrealized  gain  or  loss.  The  effect  of  the  restatement 
was  a $1,135  decrease  in  investment  income  and  net  change  in  fair 
value  of  investments  and  a $664  increase  in  investments  and  re- 
tained earnings. 

State  of  California  statutes  and  District  policy  authorize  the  District 
to  invest  in  obligations  of  the  U.S.  Treasury,  its  agencies  and  instru- 
mentalities, bankers’  acceptances,  repurchase  and  reverse  repurchase 
agreements,  and  the  State  Treasurer’s  investment  pool.  The  District 
did  not  enter  into  any  reverse  repurchase  agreements  during  fiscal 
years  ended  June  30, 1998  or  1997. 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  (Dollars  in  thousands)  - continued 


The  District's  investments  are  categorized  below  to  give  an  indication 
of  the  credit  risk  assumed  by  the  District  at  June  30, 1998.  Category  1 
includes  investments  that  are  insured  or  registered  or  for  which  the 
securities  are  held  by  the  District  or  its  agent  in  the  District’s  name. 
Category'  2 includes  uninsured  and  unregistered  investments  for 


which  the  securities  are  held  by  the  broker’s  or  dealer’s  tmst  depart- 
ment or  agent  in  the  District’s  name.  Following  GASB  31,  the  Dis- 
trict’s investment  pools  are  reported  at  fair  value.  The  net  increase  in 
the  fair  value  of  investments  during  1998  was  $375. 


Investments 

1998 

1997  (restated) 

Cotegory  

Fair 

— 

Category  

Fair 

1 2 

Volue 

1 

2 

Value 

Money  market 

— $ 998 

$ 998 

_ 

$ 59,494 

$ 59,494 

U.S.  Treasury  bills 

— 15,314 

15,314 

— 

19,126 

19,126 

U.S.  Treasury  funds 

— 17,810 

17,810 

— 

— 

— 

Federal  agency  obligations 

$324,863  — 

325,901 

$203,967 

— 

204,631 

Repurchase  agreements 

26,061  — 

26,061 

31,265 

— 

31,265 

Total 

$ 350,924  $34,122 

386,084 

$235,232 

$78,620 

314,516 

Cash  an  hand 

960 

1,041 

Time  and  demand  depasits 

(1,423) 

(3,302) 

Investment  in  California  local  agency  investment  fund 

15,000 

15,000 

Totol 

$400,621 

$327,255 

Reported  as: 

Cash  and  cash  equivalents 

$ 95,553 

$ 88,404 

Investments  - current 

2,350 

3,882 

Payroll  and  other  liobilities 
(representing  cosh  overdraft) 
Deposits  held  by  trustee  - restricted  - 

(10,906) 

(10,386) 

current  and  long-term 

34,122 

78,620 

Investments  restricted  for  capital  purposes 

262,350 

149,535 

Investments  restricted  for  Board  designated  purposes 

17,152 

17,200 

Total 

$400,621 

$327,255 

The  Board  of  Directors  of  the  District  have  designated  the  following 
amounts,  consisting  of  investments,  as  a reserve  of  fund  equity  for  the 
following  purposes: 


1998  1997 


Basic  system  completien 

$ 659 

$ 767 

System  improvement 

1,493 

1,703  ! 

Self-insurance 

9,000 

9,000  ' 

Operating 

6,000 

5,730 

Total 

$17,152 

$17,200 

I 
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3.  Facilities^  Property  and  Equipment 


Facilities,  property  and  equipment  at  June  30, 1998  and 
1997  are  summarized  as  follows: 

Lives  (Years) 

1998 

1997 

Land 

$ 242,186 

$ 242,079 

Improvements 

80 

1,813,305 

1,770,779 

System-wide  operation  and  control 

20 

280,075 

253,647 

Revenue  transit  vehicles 

30 

559,691 

559,641 

Service  and  miscellaneous  equipment 

3-20 

41,386 

40,566 

Copitalized  construction  and  start-up  costs 

30 

98,337 

98,178 

Repairable  property  items 

30 

23,371 

15,992 

Capitol  leases 

30 

53,366 

53,366 

Less  accumulated  depreciation  and  amortization 

3,111,717 

(884,522) 

3,034,248 

(826,139) 

Construction-in-progress 

2,227,195 

1,016,458 

2,208,109 

881,948 

Total 

$ 3,243,653 

$ 3,090,057 

Depreciation  expense  on  capital  leases  for  the  year  ended  June  30, 
1998  was  $3,276. 

The  District  is  currently  involved  in  construction  of  Phase  1 of  an  ex- 
tension project  that  will  add  35  miles  of  track  and  10  new  stations  to 
the  system  at  a total  cost  of  approximately  $2,936,000.  The  District 
anticipates  completing  Phase  1 by  the  year  2002.  The  District  antic- 
ipates funding  for  Phase  1 will  come  from  the  federal  government 
($878,000),  State  of  California  ($633,000),  San  Mateo  County 
($473,000),  Alameda  and  Contra  Costa  Counties  ($321,000),  bridge 
tolls  ($144,000),  San  Francisco  International  Airport  ($200,000), 
and  the  District  ($111,000),  with  the  remaining  source  of  funding 
yet  to  be  identified. 

The  District  has  entered  into  contracts  for  the  construction  of  vari- 
ous facilities  and  equipment  totaling  approximately  $1,024,224  at 
June  30, 1998. 
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San  Francisco  Bay  Area  Rapid  Transit  District 


Notes  to  Financial  Statements  (Dollars  in  thousands)  - continued 


4.  Risk  Management 

The  District  is  fully  self-insured  for  workers'  compensation  claims 
and  partially  self-insured  for  public  liability  and  property  damage. 
The  self-insured  ma.\imum  for  public  liability  and  property  damage 
claims  is  $10,000  for  any  one  occurrence.  Claims  in  excess  of  self- 
insurance  retentions  are  covered  up  to  an  additional  $140,000  by  in- 
surance policies. 

The  self-insurance  programs  are  administered  by  independent  claims 
adjustment  firms.  The  liability  is  ba.sed.  in  part,  upon  the  independent 
adjustment  fimis'  estimate  of  reserves  necessary  for  the  settlement  of 
outstanding  claims  and  related  administrative  costs,  and  includes 
claims  that  have  been  incurred  but  not  yet  reported.  Such  reserves 
are  actuarially  detennined  and  subject  to  periodic  adjustment  as  con- 
ditions warrant. 

The  estimated  liability  for  insurance  claims  at  June  30,  1998  is  be- 
lieved to  be  sufficient  to  cover  any  costs  arising  out  of  claims  filed 
or  to  be  filed  for  accidents  which  occurred  through  that  date. 

Claim  expenses  and  liabilities  are  reported  when  it  is  probable  that 
a loss  has  occurred  and  the  amount  of  that  loss  can  be  reasonably 
estimated.  These  losses  include  an  estimate  of  claims  that  have  been 
incurred  but  not  yet  reported. 

At  June  30, 1998.  the  amount  of  these  liabilities  was  $30,672.  This 
liability  is  the  District’s  best  estimate  based  on  available  informa- 
tion. Changes  in  the  reported  liability  since  the  beginning  of  the 
respective  fiscal  year  are  as  follows: 


1998 

1997 

Liability  at  beginning  of  year 

$24,249 

$ 22,574 

Current  year  claims  and  changes 
in  estimates 

12,003 

10,223 

Payment  of  claims 

(5,580) 

(8,548) 

Liability  at  end  of  year 

$30,672 

$24,249 

5.  Joint  Exercise  of  Powers  Agreement 

Transit  Financing  Authority 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement),  dated 
August  1.  1991,  between  the  District  and  MTC  provided  for  the  cre- 
ation of  the  Transit  Financing  Authority  (the  Authority),  a public  in- 
strumentality of  the  State  of  California.  The  term  of  the  Agreement  is 
for  ten  years,  unless  extended  or  earlier  temiinated.  The  Authority 
was  formed  for  the  purpose  of  providing  financing  and  contracting  for 
public  transit  improvements,  including  the  refinancing  of  prior 
indebtedness  and  acquiring,  selling  and  financing  public  capital 
improvements,  working  capital,  liability  and  other  insurance  needs, 
and  for  the  specific  purpose  of  assisting  in  financing  the  District's 
East-Bay  extensions. 


The  governing  board  of  the  Authority  consists  of  two  members 
each  from  the  District  and  MTC.  Neither  the  Di.strict  nor  MTC  is  re- 
sponsible for  any  debt,  liabilities  and  obligations  of  the  Authority. 

At  the  end  of  the  temi  or  upon  the  earlier  termination  of  the  Agree- 
ment, all  assets  of  the  Authority  shall  be  distributed  to  the  two  par- 
ticipants, and  any  surplus  money  on  hand  shall  be  returned  to  these 
participants  in  proportion  to  their  respective  contributions  to  the 
Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority  since 
inception  and  has  only  a residual  equity  interest  as  mentioned  above. 
Because  the  District  is  not  an  investee  in  the  Authority,  the  equity 
method  is  not  considered  appropriate. 

The  Authority  has  undertaken  a commercial  paper  program  to  finance 
certain  of  the  District’s  system  improvements  in  connection  with  the 
multiphase  extension  program.  Under  the  program,  in  October  1992, 
the  Authority  issued  its  Commercial  Paper  Notes,  Series  A,  and  Com- 
mercial Paper  Notes,  Series  B,  in  the  aggregate  amount  of  $100,000. 
During  March  and  April  1994.  the  Authority  redeemed  and  retired 
all  commercial  paper  notes  issued  under  the  program. 

At  June  30, 1998,  the  Authority  has  no  assets,  liabilities  and  retained 
earnings.  The  District  is  continuing  to  fund  expenses  to  maintain  the 
commercial  paper  program  for  future  financing  needs. 

Capitol  Corridor  Joint  Powers  Authority 

The  Joint  Exercise  of  Powers  Agreement  (the  Agreement)  dated 
December  31, 1996,  between  the  District  and  five  other  transportation 
authorities  in  surrounding  counties  (Agencies)  provided  for  the 
creation  of  the  Capitol  Corridor  Joint  Powers  Authority  (the  Author- 
ity), a public  instrumentality  of  the  State  of  California.  The  term  of 
the  Agreement  is  for  three  years,  unless  extended  or  terminated  ear- 
lier. The  Authority  was  formed  for  the  purpose  of  administering  and 
managing  the  operation  of  the  Capitol  Corridor  Rail  Service  as  part 
of  the  California  intercity  pas.senger  rail  system.  The  District  is  the 
managing  agency  of  the  Authority  and  in  that  capacity  shall  provide 
all  necessary  administrative  support  to  the  Autliority. 

The  governing  board  of  the  Authority  consists  of  six  members  fi'om 
the  District  and  two  members  from  each  of  the  five  other  Agencies. 
Neither  the  District  nor  the  other  Agencies  are  responsible  for  any 
debt,  liabilities  and  obligations  of  the  Authority. 

At  the  end  of  the  tenn  or  upon  the  earlier  temiination  of  tlie  Agree- 
ment, all  assets  of  the  Authority  shall  be  distributed  to  the  six  partic- 
ipants, and  any  surplus  money  on  hand  shall  be  returned  to  these 
participants  in  proportion  to  their  respective  contributions  to  the 
Authority. 

The  District  has  not  contributed  any  assets  to  the  Authority.  Because 
the  District  is  not  an  investee  in  the  Authority,  the  equity  method  is 
not  considered  appropriate. 
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On  July  1, 1998,  the  District  became  the  administrator  of  the  Capitol 
Corridor  Joint  Powers  Authority.  The  District  incurred  $737  of  start- 
up expense  from  inception  to  June  30, 1998. 

Technology  Reinvestment  Project 

In  1994,  the  District  and  the  joint  venture  of  Hughes  Transportation 
Control  Systems,  Inc.  (Hughes),  and  Morrison  Knudsen  Train  Con- 
trol, Inc.  (HMK)  entered  into  a memorandum  of  understanding  (MOU) 
to  form  an  alliance  (Alliance)  to  develop  a cost-effective,  highly  reli- 
able and  safe  train  control  system  for  passenger  and  freight-carrying 
trains.  The  project  is  funded  under  the  Technology  Reinvestment 
Project  managed  by  the  Advanced  Research  Projects  Agency  ( ARPA). 
The  Federal  Transit  Administration  (FTA)  has  agreed  to  manage  and 
oversee  the  project  on  behalf  of  ARPA.  This  project  has  an  initial  term 
of  29  months. 

During  fiscal  year  1998,  the  Alliance  was  reorganized.  Hughes  and 
HMK  withdrew  and  were  replaced  by  Harmon  Industries,  Inc.  (Har- 
mon). In  August  1998,  a MOU  was  executed  between  the  District  and 
Harmon  which  replaced  the  1994  MOU  between  the  District  and  the 
joint  venture  of  Hughes  and  HMK. 

Under  the  new  Alliance,  the  project  is  governed  by  an  executive 
committee  which  will  consist  of  six  members:  two  appointed  by  the 
District,  three  appointed  by  Harmon,  and  one  appointed  by  the  FTA. 
The  executive  committee  will  be  chaired  by  the  District’s  general 
manager  or  designee. 

The  District’s  participation  in  this  project  is  in  the  form  of  in-kind 
contributions  which  consist  primarily  of  labor  costs  and  direct  costs 
that  are  partially  reimbursable  by  the  Alliance.  As  of  June  30, 1998 
and  1 997,  the  District  had  provided  the  Alliance  with  approximately 
$12,758  in  cumulative  in-kind  contributions  and  had  incurred  approx- 
imately $5,576  and  $3,170  of  cumulative  costs,  respectively,  $948  of 
which  were  reimbursed  by  the  Alliance. 

Paratransit  Consortium 

In  1994,  the  District  and  the  Alameda-Contra  Costa  Transit  District 
(AC  Transit)  executed  a Joint  Exercise  of  Powers  Agreement  estab- 
lishing the  East  Bay  Paratransit  Consortium  (the  Consortium).  The 
purpose  of  the  Consortium  is  to  enable  the  District  and  AC  Transit 
to  jointly  administer  ADA  paratransit  services  in  the  service  area 
overlapped  by  the  District  and  AC  Transit.  The  Consortium  receives 
operating  subsidies  of  State  Transit  Assistance  funds  administered  by 
the  MTC.  The  project  receives  direction  from  the  Service  Review 
Committee,  which  consists  of  the  general  manager  (or  designee)  from 
each  member  agency. 

Eor  the  year  ended  June  30, 1998,  MTC  established  the  District  as 
the  lead  agency  responsible  for  administering  the  ADA  paratransit 
services.  The  lead  agency  is  rotated  annually. 

The  District  received  approximately  $551  and  $286  from  MTC  in 
fiscal  year  1998  and  1997,  respectively. 


6.  Long-Term  Debt 

Long-term  debt  at  June  30, 1998  and  1997  is  summarized  as  follows; 


1998 

1997 

1962  General  Obligation  Bonds 

$ 41,125 

$ 84,800 

1966  Special  Service  District  Bonds 

— 

700 

1990  Sales  Tax  Revenue  Refunding  Bonds 

81,755 

143,300 

1991  Sales  Tax  Revenue  Bonds 

13,205 

52,015 

1993  Sales  Tax  Revenue  Notes 

— 

74,500 

1995  Sales  Tax  Revenue  Bonds 

105,620 

132,175 

1998  Sales  Tax  Revenue  Bonds 

348,510 

Note  payable 

— 

44,550 

Less: 

590,215 

532,040 

Unamortized  bond  discount  and  issuance  costs 

(12,921) 

(8,859) 

Deferred  charges  on  insubstance  defeasance 

(7,146) 

Current  portion 

(53,620) 

(137,030) 

Net  long-term  portion 

$ 516,528 

$ 386,151 

1962  General  Obligation  Bonds 

In  1962,  voters  of  the  member  counties  of  the  District  authorized  a 
bonded  indebtedness  totaling  $792,000  of  General  Obligation  Bonds 
maturing  through  1999,  with  interest  rates  ranging  from  1.5%  to  6%. 
Payment  of  both  principal  and  interest  is  provided  by  the  levy  of 
District-wide  property  taxes.  At  June  30, 1998,  the  1962  bonds  con- 
sist of  $41,125  of  general  bonds  due  on  June  15, 1999. 

1966  Special  Service  District  Bonds 

In  1966,  City  of  Berkeley  voters  formed  Special  Service  District 
No.  1 and  authorized  the  issuance  of  $20,500  of  General  Obligation 
Bonds  maturing  through  1998,  of  which  $12,000  were  issued  for 
construction  of  subway  extensions  within  that  city.  Payment  of  both 
principal  and  interest  is  provided  by  taxes  levied  upon  property  with- 
in Special  Service  District  No.  1.  Bond  interest  rates  range  from  4%  to 
5.5%.  The  remaining  $700  principal  was  fully  paid  during  1998. 

1990  Sales  Tax  Revenue  Refunding  Bonds  (the  1990  Bonds) 

In  July  1990,  the  District  issued  sales  tax  refunding  bonds  totaling 
$158,478.  The  1990  Bonds  are  special  obligations  of  the  District 
payable  from  and  collateralized  by  a pledge  of  the  sales  tax  revenues. 
At  June  30,  1998,  the  1990  Bonds  consist  of  $53,410  of  current  in- 
terest serial  bonds  due  from  1998  to  2011  with  interest  rates  ranging 
from  6.5%  to  6.75%  and  $28,345  of  capital  appreciation  serial  bonds 
($16,828  original  amount)  with  yields  of  6.65%  to  6.75%  due  from 
2002  to  2005.  Interest  on  the  capital  appreciation  bonds  is  payable  at 
maturity.  Eor  financial  reporting  purposes,  accrued  interest  is  added 
to  the  principal  balance.  The  current  interest  bonds  maturing  on 
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July  1,  2009  totaling  $56,215  were  defeased  in  March  1998  using 
part  of  the  proceeds  from  the  1998  Sales  Tax  Revenue  Bonds. 

1991  Sales  Tox  Revenue  Bonds  (the  1991  Bonds) 

Thcl991  Bonds  were  issued  in  August  1991  in  the  amount  of  $56,010 
and  are  special  obligations  of  the  District,  payable  from  and  collater- 
alized by  a pledge  of  sales  tax  revenues.  At  June  30,  1998,  the  1991 
Bonds  consist  of  $10,530  of  serial  bonds  due  from  1998  to  2002 
with  interest  rates  ranging  from  5.9%  to  6.4%  and  of  $2,675  of  term 
bonds  due  in  2003  with  an  interest  rate  of  6.4%.  Additionally,  the 
1991  Bonds  maturing  after  June  30,  2001  are  redeemable,  at  the  op- 
tion of  the  District,  at  prices  ranging  from  100%  to  102%.  In  March 
1998,  the  District  used  part  of  the  proceeds  from  the  1998  Sales  Tax 
Revenue  Bonds  to  defease  $37,200  principal  amount  of  term  bonds. 

1993  Sales  Tax  Revenue  Notes 

In  January'  1993,  the  District  issued  subordinate  sales  tax  revenue 
notes  totaling  $74,500  to  provide  funds  for  the  acquisition  of  30 
mass  transit  rail  vehicles.  The  notes  are  special  obligations  of  the 
District  payable  from  and  collateralized  by  a pledge  of  certain  sales 
tax  revenues  and  by  property  tax  revenues.  The  pledge  of  the  sales 
tax  revenue  is  subordinate  to  the  District’s  pledge  of  sales  tax  rev- 
enues with  respect  to  payment  of  its  $158,478  original  principal 
amount  of  Sales  Tax  Revenue  Refunding  Bonds,  Series  1990,  and 
its  $56,010  original  principal  amount  of  Sales  Tax  Revenue  Bonds, 
Series  1991,  and  any  obligations  of  the  District  payable  on  a parity 
with  such  bonds  pursuant  to  the  terms  of  the  indenture  under  which 
such  bonds  were  issued. 

In  March  1998,  the  District  used  part  of  the  proceeds  from  the  1998 
Sales  Tax  Revenue  Bonds  to  defea.se  $38,085  principal  amount  of  the 
Subordinate  Sales  Tax  Revenue  Notes,  Series  1993. 

1995  Sales  Tax  Revenue  Bonds  (the  1995  Bonds) 

In  June  1995,  the  District  issued  sales  tax  revenue  bonds  totaling 
$135,000  to  provide  funds  for  certain  capital  improvements  including 
rehabilitation  of  District  vehicles  and  facilities  and  energy  conserva- 
tion measures.  The  bonds  are  special  obligations  of  the  District, 
payable  from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At 
June  30,  1998,  the  1995  Bonds  consist  of  $55,345  serial  bonds  due 
from  1998  to  201 1 with  interest  rates  ranging  from  4.5%  to  5.7%  and 
$50,275  of  term  bonds  due  from  2012  to  2020  with  an  interest  rate  of 
5.5%.  The  District  is  required  to  make  sinking  fund  payments  on  the 
term  bonds  beginning  on  July  1,  2012.  In  addition,  the  1995  Bonds 
maturing  after  June  30,  2006  will  be  redeemable  after  July  1, 2005 
at  the  option  of  the  District  at  prices  ranging  from  100%  to  101%.  In 
March  1998,  the  District  used  part  of  the  proceeds  from  the  1998 
Sales  Tax  Revenue  Bonds  to  defease  $23,615  principal  amount  of 
term  bonds. 

1998  Sales  Tax  Revenue  Bonds  (the  1998  Bonds) 

In  March  1998,  the  District  issued  sales  tax  revenue  bonds  totaling 
$348,510  to  provide  funds  for  certain  capital  improvements,  includ- 


ing rehabilitation  of  the  District’s  vehicles  and  facilities  to  retire 
$38,085  principal  of  Subordinate  Sales  Tax  Revenue  Notes,  Series 
1993,  to  repay  obligation  of  approximately  $49,645  related  to  a lease 
of  certain  telecommunications  equipment,  and  to  refund  certain  out- 
standing bonds  with  principal  amounts  of  $117,030  to  achieve  debt 
service  savings.  The  bonds  are  special  obligations  of  the  District’s 
payable  from  and  collateralized  by  a pledge  of  sales  tax  revenues.  At 
June  30, 1998,  the  1998  Bonds  consist  of  $156,140  serial  bonds  due 
from  2000  to  2018  with  interest  rates  ranging  from  3.65%  to  5.5% 
and  $79,105  of  the  term  bond  due  July  1,  2023  with  interest  rate  of 
4.75%  and  $113,265  of  tenn  bond  due  July  1,  2028  with  interest  rate 
of  5%.  The  District  is  required  to  make  sinking  fund  payments  on  the 
term  bond  due  July  1, 2023  beginning  on  July  1,  2019  and  on  the  term 
bond  due  July  1, 2028  beginning  on  July  1, 2024.  In  addition,  the  1998 
bonds  maturing  after  June  30,  2009  may  be  redeemed  prior  to  their 
respective  maturities  after  June  30,  2008  and  at  the  option  of  the  Dis- 
trict at  prices  ranging  from  100%  to  101%. 

Defeased  Bands 

In  March  1998,  the  District  defeased  several  bonds  by  placing  part  of 
the  proceeds  of  the  1998  Sales  Tax  Revenue  Bonds  in  an  irrevocable 
trust  to  provide  for  future  debt  service  payments  on  these  bonds.  The 
advance  refunding  met  the  requirement  of  an  insubstance  debt  defea- 
sance, and  the  term  bonds  were  removed  from  the  District’s  Long- 
Term  debt.  Accordingly,  the  Trust  account  assets  and  liabiUties  for  the 
defeased  bonds  are  not  included  in  the  District’s  financial  statements. 
As  a result  of  the  advance  refunding,  the  District  reduced  its  total  debt 
service  requirement  by  $16,644  which  resulted  in  an  economic  gain 
(the  difference  between  the  present  value  of  the  debt  service  pay- 
ments on  the  old  and  new  debt)  of  $10,721.  As  of  June  30, 1998,  the 
amount  of  defeased  debt  outstanding  and  removed  from  the  long- 
term debt  was  as  follows: 

1998  Defeassance 


1990  Sales  Tax  Revenue  Refunding  Bonds  $ 56,215 

1991  Sales  Tax  Revenue  Bonds  37,200 

1993  SalesTax  Revenue  Notes  38,085 

1995  Sales  Tax  Revenue  Bonds 23,615 

Total  defeosed $155,115 


The  District  deferred  interest  expenses  of  $7,767  related  to  the  de- 
feasance of  certain  bonds.  These  deferred  charges  are  recorded  as 
a reduction  of  the  new  1998  bonds  and  are  amortized  over  the  life 
of  the  defeased  bonds.  Amortization  expense  on  these  deferred 
charges  was  $621  for  1998. 

The  District  is  subject  to  certain  bond  covenants,  the  most  restrictive  of 
which  is  to  make  no  use  of  the  proceeds  of  tlie  bonds  which  will  cause 
the  bonds  to  be  arbitrage  bonds  subject  to  federal  income  taxation. 

Bond  and  note  discount  and  issuance  costs  are  amortized  over  the  life 
of  the  related  debt. 
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Note  Payable 

In  September  1994,  the  District  entered  into  a note  payable  ar-  The  following  is  a schedule  of  long-term  debt  principal  payments 

rangement  with  Pitney  Bowes  Credit  Corp.,  (Pitney)  in  the  amount  required  as  of  June  30, 1998: 

of  $44,550  to  finance  the  cost  of  constructing  a telecommunica- 
tions system  (System)  along  the  District’s  right-of-ways.  The  note 
payable  matured  in  March  of  1998  and  was  paid  using  part  of  the 
proceeds  from  the  1998  Bonds. 


1990 

1962 

Sales  Tax 

1991 

1995 

1998 

General 

Revenue 

Sales  Tax 

Sales  Tax 

Sales  Tax 

Obligations 

Refunding 

Revenue 

Revenue 

Revenue 

Year  ending  June  30 

Bonds 

Bonds 

Bonds 

Bonds 

Bonds 

Total 

1999 

$ 41,125 

$ 7,655 

$ 1,770 

$ 3,070 

— 

$ 53,620 

2000 

— 

8,195 

1,935 

3,205 

— 

13,335 

2001 

— 

8,785 

2,090 

3,355 

$ 820 

15,050 

2002 

— 

7,750 

2,270 

3,510 

845 

14,375 

2003 

— 

7,287 

2,465 

3,680 

880 

14,312 

Thereafter 

— 

42,083 

2,675 

88,800 

$345,965 

479,523 

Subtotal 

$ 41,125 

$ 81,755 

$13,205 

$ 105,620 

$348,510 

590,215 

Less: 

Unamortized  bond  discount  and  issuance  cost 

12,921 

Unamortized  deferred  charges  on  insubstance  defeasance 

7,146 

Current  portion 

53,620 

Net  longderm  portion 

$ 516,528 

7.  Federal  Grants 


The  U.S.  Department  of  Transportation  provides  financial  assistance 
to  the  District  for  capital  projects  and  planning  and  technical  assis- 
tance. Grants  which  were  active  during  the  year  ended  June  30, 1998 

are  summarized  as  follows: 

Total  approved  project  costs 

$ 497,028 

Totol  opproved  federal  funds 

$ 392,045 

Less  cumulotive  amounts  earned 

(313,435) 

Remaining  amount  available  under  federol  grants 

$ 78,610 

8.  Local  and  State  Financial  Assistance 

The  District  receives  local  operating  and  capital  assistance  from 
Transportation  Development  Act  Funds  (TDA).  For  the  year  ended 
June  30,  1998  and  1997,  TDA  assistance  was  $588  and  $1,244  re- 
spectively, all  of  which  was  used  for  operating  assistance.  These 
funds  are  received  from  the  counties  of  Alameda  and  Contra  Costa 
to  meet,  in  part,  the  District’s  operating  requirements  based  on  an- 
nual claims  filed  by  the  District  and  approved  by  MTC. 
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9.  Employees'  Retirement  Plan 

Plan  Description 

All  pemianent  employees  are  eligible  to  participate  in  the  Public 
Employees'  Retirement  Fund  (Fund)  of  the  State  of  California's  Pub- 
lic Employees'  Retirement  System  under  the  Miscellaneous  Plan  and 
the  Safety  Plan  of  the  San  Francisco  Bay  Area  Rapid  Transit.  The 
Fund  is  an  agent  multiple-employer  defined-benefit  retirement  plan 
that  acts  as  a conmion  investment  and  administrative  agent  for  1,356 
local  and  state  governmental  agencies  within  the  State  of  California. 
The  Fund  provides  retirement,  disability,  and  death  benefits  based  on 
the  employee's  years  of  ser\'ice,  age  and  compensation.  Employees 
\ est  after  five  years  of  service  and  may  receive  retirement  benefits  at 
age  50.  These  benefit  provisions  and  all  other  requirements  are  estab- 
lished by  State  statute  and  District  ordinance.The  Fund  u.ses  the  ac- 
crual basis  of  accounting.  Retirement  contributions  and  health  care 
premiums  are  recorded  when  due.  Investment  income  is  recognized 
when  earned  and  expenditures  are  recorded  when  incurred.  Benefits 
are  recognized  when  due  and  payable. 

All  investments  are  reported  at  fair  value.  The  fair  value  of  invest- 
ments in  securities  is  generally  ba.sed  on  published  market  prices  and 
quotations  from  major  investment  firms.  Many  factors  are  considered 
in  arriving  at  fair  value.  In  general,  however,  corporate  bonds  are  val- 
ued based  on  yields  currently  available  on  comparable  securities  of  is- 
suers with  similar  credit  ratings.  Investments  in  certain  restricted 
common  stocks  are  valued  at  the  quoted  market  price  of  the  issuer’s 
unrestricted  common  stock  less  an  appropriate  discount.  Investments 
held  in  internal  investment  pools  have  been  reported  at  fair  value. 

Mortgages  are  valued  on  the  basis  of  their  future  principal  and  interest 
payments  discounted  at  prevailing  interest  rates  for  similar  instru- 
ments. The  fair  value  of  real  estate  investments,  principally  rental 
property  subject  to  long-temi  net  leases,  are  estimated  based  on  inde- 
pendent appraisals.  Short-term  investments  are  reported  at  fair  value, 
when  available,  or  at  cost  plus  accmed  interest,  which  approximates 
market  value  when  market  values  are  not  available.  For  investments 
where  no  readily  ascertainable  market  value  exists,  management  in 
consultation  with  their  investment  advi.sors  has  determined  the  fair 
values  for  the  individual  investments. 

Each  plan  issues  a publicly  available  financial  report  that  includes 
financial  statements  and  required  supplementary  information  for  that 
plan.  Tho.se  reports  may  be  obtained  by  writing  or  calling  the  Plan: 
California  PERS.  P.O.  Box  942709,  Sacramento,  CA  94229-2709, 
(916)326-3420. 


Funding  Palicy 

The  Plan's  funding  policy  provides  for  periodic  District  contributions 
at  actuarially-determined  amounts  sufficient  to  accumulate  the  nec- 
essary assets  to  pay  benefits  when  due  as  specified  by  ordinance.  The 
individual  entry  age  normal  method  is  used  to  determine  the  normal 
cost,  and  beginning  on  July  1, 1997,  the  unfunded  actuarial  accrued 
surplus  or  liability  (past  service  liability)  is  amortized  as  a level  per- 
centage of  future  covered  payroll  over  13  and  2 years  for  the  Miscel- 
laneous Plan  and  the  Safety  Plan,  respectively.  District  contributions 
for  the  year  ended  June  30, 1998  to  cover  normal  cost  and  to  amortize 
the  unfunded  actuarial  accrued  surplus  approximated  6.467%  and 
3.943%  of  covered  payroll  for  the  Miscellaneous  Plan  and  the  Safety 
Plan,  respectively. 

The  District  was  not  required  to  make  a contribution  to  the  Fund  for 
covered  employees  for  tlie  year  ended  June  30, 1997  due  to  a surplus 
of  the  District’s  portion  of  the  Fund’s  net  assets  over  the  District’s 
pension  benefit  obligation  caused  by  a change  in  1988  in  the  actuarial 
valuation  method  and  an  actual  rate  of  return  on  investment  assets  that 
exceeded  the  assumed  rate. 

The  District’s  covered  payroll  for  employees  participating  in  the 
Fund  for  the  years  ended  June  30, 1998  and  1997  was  $164,342  and 
$159,592,  respectively.  The  District’s  1998  and  1997  payroll  for  all 
employees  was  $188,024  and  $175,655,  respectively.  The  District, 
due  to  a Collective  Bargaining  Agreement,  also  has  a legal  obligation 
to  contribute  an  additional  9%  for  pubUc  safety  personnel  and  7%  for 
miscellaneous  covered  employees.  Employees  have  no  obligation  to 
contribute  to  the  Fund. 

Since  the  District  had  made  the  actuarially-determined  required 
contributions  since  1988,  the  pension  liability  or  asset  was  zero  at 
June  30, 1998,  in  accordance  with  GASB  27,  Accounting  for  Pensions 
by  State  and  Local  Governmental  Employers. 

Funding  Status  and  Annual  Pension  Cost 


Three-Year  Trend  Information  for  the  Fund 


fiscal  Year 
Ending 

Annual 

Pension 

CosKAPC) 

Percentage 

ofAPC 

Contributed 

Net  Pension 
Obligation 

Miscellaneous  Plan: 

June  30,1996 

— 

100% 

— 

June  30, 1997 

— 

100% 

— 

June  30, 1998 

$9,150 

100% 

— 

Safety  Plan: 

June  30, 1996 

- 

100% 

- 

June  30, 1997 

— 

100% 

— 

June  30, 1998 

$ 364 

100% 

- 
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The  required  contribution  was  determined  as  part  of  an  actuarial 
valuation  performed  as  of  June  30, 1996,  the  latest  available  for  the 
Fund.  The  significant  actuarial  assumptions  used  in  the  1996  valua- 
tion to  compute  the  pension  benefit  obligation  were  an  assumed  rate 
of  return  on  investment  assets  of  8.50%,  annual  payroll  increases 
of  4.5%  attributable  to  inflation,  0%  attributable  to  real  salary  in- 
creases, and  merit  increases  that  vary  by  length  of  service,  and  no 
postretirement  benefit  increases. 

The  funding  status  applicable  to  the  District’s  employee  group  at 
June  30,  1996  (the  latest  available  for  the  Fund)  is  summarized 
as  follows; 


Funded  Status  of  the  Miscellaneous  Plan 


Valuation 

Entry  Age  Normol 

Actuarial  Value 

Unfunded  Liability 

Funded 

Annual 

UAALasa 

Date 

Accrued  Liability 

of  Assets 

(Excess  Assets) 

Status 

Covered  Poyroll 

Percentage  of  Payroll 

6/30/94 

$368,683 

$ 368,646 

$ 37 

100.0% 

$ 126,546 

0.030% 

6/30/95 

$402,750 

$414,307 

$(11,557) 

102.9% 

$ 129,565 

(8.920%) 

6/30/96 

$475,493 

$486,061 

$(10,568) 

102.2% 

$126,198 

(8.374%) 

Funded  Status  of  the  Safety  Plan 

Valuation 

Entry  Age  Normal 

Actuarial  Value 

Unfunded  Liability 

Funded 

Annual 

UAALasa 

Date 

Accrued  Liobility 

of  Assets 

(Excess  Assets) 

Status 

Cavered  Payroll 

Percentage  ef  Payroll 

6/30/94 

$ 29,138 

$ 30,104 

$ (966) 

103.3% 

$ 8,303 

(11.634%) 

6/30/95 

$ 34,044 

$ 34,224 

$ (180) 

100.5% 

$ 8,452 

(2.130%) 

6/30/96 

$ 40,255 

$ 40,120 

$ 135 

99.7% 

$ 9,027 

1.500% 

Postretirement  Health  Care  Cost 

In  addition  to  the  retirement  benefits  described  above,  as  specified  in 
the  District’s  ordinance,  the  District  provides  postretirement  health 
care  benefits  assistance  to  all  employees  who  retire  directly  from  the 
District  or  to  their  surviving  spouse.  Substantially  all  of  the  District’s 
employees  may  become  eligible  for  those  benefits  if  they  reach  age 
55  while  working  for  the  District.  Currently,  354  retirees  are  provided 
this  benefit.  The  District  reimbursed  up  to  $37  per  month  for  health 
insurance  premiums  paid  by  the  retiree  or  their  surviving  spouse  dur- 
ing fiscal  year  1998.  These  benefits  are  fully  funded  by  the  District 
and  accounted  for  on  a pay-as-you-go  basis  through  payments  to  the 
Plan.  Cash  reimbursements  of  these  benefits  totaled  $351  in  1998. 
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10.  Deferred  Compensation  Plan 

The  Dislrici  oft'ers  its  employees  a deferred  compensation  plan  creat- 
ed in  accordance  u ith  Internal  Revenue  Code  (IRC)  Section  457.  The 
deferred  compensation  plan,  available  to  all  officers  and  employees, 
pemiits  them  to  defer  receipt  of  a portion  of  their  salary  until  future 
years.  The  defenred  compensation  is  not  available  to  employees  until 
retirement,  termination,  or  certain  other  covered  events. 

On  January  1. 1997.  the  Disuict  amended  the  Plan  to  conform  to  the 
Federal  Small  Business  Protection  Act  of  1996  (SBPA).  The  amend- 
ment provided  for  the  creation  of  a trust  for  the  deferred  compensa- 
tion plan  and  all  income  attributable  to  tho.se  amounts.  The  funds  are 
not  subject  to  the  claims  of  the  District’s  general  creditors.  The  Plan  is 
no  longer  considered  part  of  the  District’s  assets. 

The  plan  administrator  has  invested  the  deferred  amounts  in  numer- 
ous participant-directed  uninsured  investments.  Total  employee  con- 
tributions for  this  plan  for  the  years  ended  June  30,  1998  and  1997 
were  $12,350  and  $10,737,  respectively.  The  Deferred  Compensation 
Plan  assets  at  June  30, 1998  and  1997  (excluded  from  the  accompany- 
ing financial  statements)  were  $201,653  and  $170,012,  respectively. 


n.  Money  Purchase  Pension  Plan 

All  District  employees,  except  sworn  police  officers,  participate  in  the 
Money  Purcha.se  Pension  Plan,  which  is  a supplemental  retirement 
program.  In  January  1981,  the  District’s  employees  elected  to  with- 
draw from  the  Federal  Social  Security  System  (FICA)  and  established 
the  Money  Purcha.se  Pension  Plan.  The  District  contributes,  on  a pay- 
as-you-go  basis,  an  amount  equal  to  6.65%  of  covered  employee’s  an- 
nual compensation  (up  to  $29,700  after  deducting  the  first  $133  paid 
during  each  month)  up  to  a maximum  annual  contribution  of  $1,868. 
Non-represented  employees  receive  an  additional  1.627%  of  annual 
regular  earnings  up  to  $160,000  in  excess  of  $29,700.  Each  employ- 
ee’s account  is  available  for  distribution  upon  such  employee’s  termi- 
nation. 

The  District’s  total  expense  and  funded  contribution  for  this  plan 
for  the  year  ended  June  30, 1998  and  1997  were  $6,659  and  $6,518, 
respectively.  Money  Purcha.se  Pension  Plan  assets  at  June  30, 1998 
and  1997  (excluded  from  the  accompanying  financial  statements) 
were  $197,559  and  $173,210,  respectively.  At  June  30,  1998,  there 
were  approximately  341  participants  currently  eligible  to  receive 
benefits  under  this  plan. 


12.  Commitments  and  Contingencies 

Litigation 

The  District  is  involved  in  various  lawsuits,  claims  and  disputes, 
which  for  the  most  part  are  normal  to  the  District’s  operations.  It  is  the 
opinion  of  the  District’s  management  that  the  costs  that  might  be  in- 
curred in  the  disposition  of  these  matters,  if  any,  would  not  materially 
affect  the  District’s  financial  position  or  results  of  operations. 

Lease  Commitments 

The  District  leases  certain  facilities  under  operating  leases  with 
original  terms  ranging  from  two  to  five  years  with  options  to  renew. 

Future  minimum  rental  payments  under  non-cancelable  operating 
leases  with  initial  or  remaining  lease  terms  of  over  one  year  at 
June  30, 1998  are  as  follows: 


Operating  Leases 

1999 

$ 2,211 

2000 

2,144 

2001 

2,346 

2002 

2,261 

2003 

1,091 

Thereafter 

— 

Totol  minimum  poyments 

$10,053 

Rent  expense  under  all  operating  leases  was  $2,291  and  $2,144  for 
the  years  ended  June  30, 1998  and  1997,  respectively. 

Sale/Leaseback 

On  March  30, 1995,  the  District  entered  into  an  agreement  with  a 
Swedish  corporation  to  sell  25  newly  manufactured  C-2  rail  cars 
for  $50,383  and  simultaneously  entered  into  an  agreement  to  lease 
them  back.  The  lease  agreement  was  effective  on  the  closing  date  of 
September  15, 1995,  and  continues  through  January  15,2011. 

The  District  recognized  a gain  on  the  sale  of  approximately  $2,000 
which  is  equal  to  the  amount  of  cash  received  on  the  sale.  The  gain 
was  deferred  and  is  being  amortized  over  30  years.  In  addition,  the 
District  recorded  a receivable  of  $48,368  and  a capital  lease  oblig- 
ation of  the  same  amount.  The  receivable  and  the  liability  will  be 
reduced  by  a corresponding  amount  over  the  temi  of  the  lease.  Other 
than  the  cash  received  upon  the  sale,  no  cash  will  be  exchanged  be- 
tween the  parties  in  settlement  of  the  receivable  and  liability. 
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Operating  Funds  1997-98 

(Dollars  in  Thousands) 


Sources  of  Funds 

Total 

$339,000  100.00% 

Transactions  and  Use 

Sale  Tax 

$117,129  34.55% 

Passenger  Fares 

$163,098  48.11% 

Property  Tax 

$13,358  3.94% 

Other 

$45,415  13.40% 

Investment  Income  and 
Other  Operating  Revenues 
$13,783  4.07% 

Construction  Funds 
(Capitalized  Casts) 

$29,969  8.84% 

Regional  Financial  Assistance 
Local 

$588  0.17% 

— State 

$1,075  0.32% 


Uses  of  Funds 


Total 

$339,000  100.00% 

Maintenance 
$122,537  36.14% 

Transportation 
$86,696  25.57% 

General  Administration 
$81,759  24.12% 

Police  Services 
$22,418  6.61% 

Other 

$25,590  7.56% 

Copitol  Designation 
$12,800  3.78% 

Construction  ond  Engineering 
$12,771  3.77% 

Increase  in  Retained  Earnings 
$19  0.01% 


Capital  Funds  1997-98 

(Dollars  in  Thousands) 


Sources  of  Funds 


Expenditures 


Total 

$214,749  100.00% 

District 

$52,696  24.54% 

Federal 

$49,081  22.86% 

State 

$62,710  29.20% 

Local 

$50,262  23.40% 


Total 

$214,749  100.00% 

Construction 
$154,967  72.16% 

Line 

$125,301  58.35% 

Systemwide 

$29,131  13.56% 

Support  Facilities 
$535  0.25% 

Equipment 

$53,186  24.77% 

Train  Cnntrol 

$8,645  4.03% 

Communicotions 
$15,892  7.40% 

Transit  Vehicles 
$20,883  9.72% 

Automotic  Fare  Collections 
$3,583  1.67% 

Monogement  Information 
Systems 

$484  0.23% 

Other  Equipment 
$3,699  1.72% 

Studies  and  Others 

$6,596  3.07% 
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Daily  On-Time 
Train  Performance 

1997  

1998 


Average  Weekday 
Trips 

1997  


240  250  260  270 

Thousands 


655 
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Performance  Highlights 


FY  1998 

FY  1997 

Rail  Ridership 

Annual  passenger  trips 

75,667,999 

75,871,750 

Average  weekday  trips 

265,324 

260,543 

Average  trip  length  (miles) 

13.04 

12.75 

Annual  passenger  miles 

987,864,133 

967,427,593 

Daily  train  on-time  performance 

92.20% 

92.10% 

System  utilizatian 

25.66% 

28.62% 

End-of-period  ratios:  Peak  patronage 

48.00% 

46.79% 

Off-peak  patronage 

52.00% 

53.21% 

Operations 

Annual  revenue  car  miles 

55,270,306 

48,523,158 

Unscheduled  train  remavals — average  per  revenue  day 

1.91 

2.17 

4:00  a.m.  car  availability 

84.0% 

79.8% 

Passenger  accidents  per  millian  passenger  trips 

9.89 

10.83 

Passenger  crimes  per  millian  passenger  trips 

55.30 

57.40 

Financial 

Net  passenger  revenue 

$163,098,335 

$ 149,464,741 

Other  operating  revenue 

$ 13,783,586 

$ 14,660,775 

Total  operating  revenue 

$ 176,881,921 

$ 164,125,516 

Net  aperating  expenses 

$296,212,402 

$267,736,984 

System  farebox  ratio  (net  passenger  revenue  to  net  operating  expense) 

55.06% 

55.83% 

System  operating  ratio  (total  aperating  revenue  ta  tatal  operating  expense) 

59.71% 

61.30% 

Net  rail  passenger  revenue  per  passenger  mile 

$ 0.164 

$ 0.153 

Rail  aperating  cast  per  passenger  mile 

$ 0.289 

$ 0.263 

Net  average  rail  passenger  fare  (including  FastPass) 

$ 2.146 

$ 1.951 
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Su  Francisco  Boy  Area  Rapid 
Tran^ii^strict  (BART) 

Heodquan^Ksin  Oakland,  California 
800  Madison  P.O.  Box  12688 
Oaklond,CA  94604-2688 
(510)464-6000 

Established  in  1957  by  the  California 
State  Legislature.  Authorized  to  plan, 
finance,  construct,  and  operate  rapid 
transit  system. 

Governed  by  a Board  of  Directors 
elected  for  four-year  terms  by  voters 
in  nine  election  districts  within  the 
counties  of  Alameda,  Contra  Costa  and 
Son  Francisco. 


Board  of  Directors  - Fiscal  Year 

(1998 

President  - James  Fang,  San  Francisco 
Vice  President  - Joel  Keller,  Antioch 

Members  of  the  Board 

District  #1  - Dan  Richard,  Orinda 
District  #2  - Joel  Keller,  Antioch 
District  #3  - Roy  Ngkg^awa,  Berkeley 
District  #4  - Marga^riC^fpj^^^J^ 
District  #5  - Peter  Snyder,  Dublin 
District  #6  - Thomas  Blalock,  Fremont 
District#/  - Willie  B.  Kennedy, 

San  Francisco 

District  #8  - James  Fang,  Son  Francisco 
District  #9 -Tom  Radulovich, 

San  Francisco 

-BoonUAppointed  Officers 

Thomas  t.^fergro,  6enera|-Man8pr 
Sherwood  Wakeman,  General  Counsel 
Scott  Schroeder,  ControllerAreasurer 
Phillip  0.  Ormsbee,  District  Secretary 


Executive  Managers  Reporting  to 
the  General  Manager 

Dorothy  W.  Dugger,  Deputy  General 
Manager 

James  T.  Gallagher,  Assistant  General 
Manager,  Operations 
Thereso  E.  Murphy,  Assistant  General 
Manager,  Administration 
Ann  Branston,  Executive  Manager, 

Budget  & Project  Mangement 
Roe  James,  Executive  Monager,“  — 
External  Affairs 

P.  Takis  Salpeas,  Executive  Monager, 

West  Bay  Extensions 
Gary  LaBonte,  Executive  Manager, 

Transit  System  Development 
William  B.  Fleisher,  Capitol  Corridor 
Harold  E.  Taylor,  Chief  of  Police 
John  Mack,  Office  of  Civic  Rights 

The  Annual  Report  is  published  by  the  District 
pursuant  to  Section  28770,  Public  Utilities 
Code  of  the  State  of  Californio 


